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INTRODUCTION 


This  report  summarizes  the  work  done  to  date  under  a  grant  from 
the  Ford  Foundation  for  the  study  of  resource  allocation  in  universities. 

To  refer  to  what  we  have  tried  to  do  as  a  ''study"  is  somewhat  mis- 
leading, however.    From  the  beginning  we  have  conceived  of  this  effort  as 

a  "demonstration  project"  intended  to  show  what  could  be  done      and  also 

i — 

what  could  not  or  ought  not  to  be  done  --in  applying  systematic  techniques 
of  analysis  to  actual  problems  of  resource  allocation  in  a  particular  univer- 
sity setting.    Thus,  while  we  have  addressed  ourselves  to  conceptual  issues, 
we  hax^e  not  done  so  in  the  abstract;  nor  have  we  been  able  to  avoid  devoting 
a  great  deal  of  our  effort  lo  the  highly  specific  and  detailed  tasks  involved  in 
moving  from  general  concepts  to  operational  decisions. 

We  do  not  claim  that  this  is  the  only  proper  way  to  study  resource 
allocation  in  universities.    We  do  think,  however,  that  in  attempting  to  de- 
velop any  new  system  of  budgeting  and  financial  planning  there  is  much  to 
be  said  for  accepting  the  discipline  that  comes  from  coping  with  problems 
of  implementation  as  well  as  problems  of  conceptualization.    In  any  event, 
in  our  own  situation  we  think  that  we  have  learned  a  good  deal  about  the  lim- 
itations, as  well  as  the  advantages,  of  more  analytical  budgeting  procedures 
as  a  result  of  having  had  to  be  more  or  less  practical. 

It  seems  right  to  direct  attention  to  this  general  characteristic  of  our 
work  at  the  start  of  this  Introduction  because  of  its  pervasive  effect  on  all 
that  follows.    In  particular,  some  readers  may  find  that  the  report  contains 
more  detail  and  more  discussion  of  apparently  minor  matters  than  is  of  in- 
terest to  them.    We  have  tried  to  minimize  this  problem  by  presenting  a  de- 
tailed table  of  contents  and  a  kind  of  "reader's  guide"  to  facilitate  selective 
reading  and  the  skipping  of  sections.   Still,  the  basic  nature  of  the  report 
has  been  dictated  by  the  deci/aion  to  conduct  a  demonstration  project  rather 
than  to  engage  in  a  more  general  study,  and  there  is  no  avoiding  the  expo- 
sitional  consequences  altogether. 
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A  second,  related,  characteristic  of  this  reiiort  is  that  it  deals  with 
techniques  and  methodology  in  the  context  of  particular  budgetary  problems 
important  in  one  institutional  setting  at  one  point  in  time.  —    Thus,  there  is 
no  doubt  more  discussion  of  data  and  issues  of  policy  specj^'ic  to  Princeton 
than  is  desirable  from  the  standpoint  of  most  readers.   This,  too,  is  a  price 
of  concreteness.    Our  hope  is  that  the  interplay  between  substance  and  tech- 
niques of  analysis  will  serve  the  useful  purpose  of  emphasizing  that  the  na- 
ture of  the  approach  taken  to  the  preparation  of  a  budget  must  depend  on  the 
financial  and  institutional  situation  at  hand.    It  is  a  mistake,  in  our  view,  to 
suppose  that  there  is  one  budgetary  system  that  will  suit  all  occasions. 

A  final  general  characteristic  of  the  report  to  be  noted  is  that  most 
of  the  work  which  it  describes  is  still  very  much  in  progress.    This  is  par- 
ticularly true  of  the  work  on  program  budgeting  and  long-range  planning. 
What  we  present  here  must  be  regarded  as  current  thinking  on  our  part,  very 
much  subject  to  change,  elaboration,  and,  we  hope,  improvement. 

The  body  of  this  report  consists  of  four  sections.    The  first  section 
deals  with  the  process  of  budgeting  at  Princeton  as  it  has  evolved  over  the 
last  four  fiscal  years.   After  a  brief  discussion  of  the  functions  of  all  budget 
systems,  we  describe  the  main  features  of  the  budgeting  process  as  it  existed 
at  Princeton,  and  presumably  many  other  colleges  and  universities,  during 


-    This  report  does  not  contain  any  discussion  of  the  factors  causing 
the  financial  problems  facing  virtually  all  colleges  and  universities.  For 
a  good  recent  study  of  this  subject,  see  Earl  Cheit,  The  New  Depression 
in  Higher  Education,  McGraw-Hill,  1971.    The  views  of  one  of  us  on  the 
underlying,  financial  problem,,  looked  at.  as  of  the  spring  of  1967,  are  stated 
^  The  Economics  of  the  Major  Private  Universities,  published  as  a  report 
of  the  Carnegie  Commission  on  Higher  Education.    A  slightly  revised  edi- 
tion, containing  data  for  a  larger  nimiber  of  private  universities,  was  pub- 
lished by  the  Joint  Economic  Cpniinittee  in  1969  in  the  compendium  titled 
The  Economics  and  Financing  of  Higher  Education  in  the  United  States. 
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the  1960*s.    In  this  way  we  try  to  establish  a  point  of  reference  for  the 
much  more  detailed  discussion  of  the  budgeting  process  as  it  now  exists. 
We  make  no  attempt  to  catalog  each  of  the  intervening  stages  of  what  re- 
mains an  evolving  system,  for  this  would  be  much  too  tedious;  but  we  do 
call  attention  to  the  major  lessons  learned  from  early  mistakes.    The  dis- 
cussion of  the  present  budget  process  includes  samples  of  the  forms  used 
to  collect  and  analyze  the  data  xmderlying  the  1971-72  budget  as  well  as  a 
fairly  detailed  account  of  the  decisioii-making  procedures.    (We  use  the 
1971-72  budget,  rather  than  the  one  for  1972-73,  for  purposes  of  illustra- 
tion because  we  analyzed  more  areas  in  greater  depth  that  year  than  in  the 
following  year.  ) 

Section  II  of  the  report  consists  simply  of  a  reprint  of  the  Report  of 
the  Priorities  Committee  to  the  President:  Recommendations  Concerning 
the  Budget  for  Fiscal  Year  1971-72,  which  was  completed  in  January  1971 
and  subsequently  distributed  widely.    This  document  is  included  here  in  its 
entirety  for  three  reasons:  (1)  it  shows  where  we  came  out  in  terms  of  sub- 
stantive proposals  and  indicates  the  principles  that  guided  us;  (2)  it  shows 
the  form  in  which  we  presented  our  views  to  our  own  students,  faculty,  staff. 
Trustees,  and  alumni;  and  (3)  it  serves  as  a  convenient  point  of  reference 
for  the  discussions  of  procedures  and  methods  of  analysis  contained  in  the 
other  sections  of  this  report. 

Section  III  consists  of  the  1972-73  Report  of  the  Priorities  Committee 
to  the  President.    This  report  shows  the  position  of  the  University  budget  one 
year  later  and  contains  some  comments  on  conclusions  reached  and  lessons 
learned  in  the  intervening  period. 

Whereas  Section  I  deals  with  the  process  of  annual  budgeting,  and 
Sections  II  and  III  describe  the  results  of  that  process  for  1971-72  and  1972-73, 
Section  IV  deals  with  program  budgeting  and  long-range  planning.    While  it 
contains  references  to  the  discussion'^^bf  the  annual  budget  cycle,  and  is  in- 
tended to  complement  it,  we  have  tried  to  make  this  section  more  or  less 
independent  of  the  earlier  discussion  so  that  it  can  be  read  on  its  own  by 
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people  who  are  interested  mainly  in  the  applicability  of  program  budgeting 
to  universities.    This  section  contains  some  tables  and  calculations  show- 
ing the  distribution  of  expenditures  and  income  among  broad  program  cat- 
egories; however,  as  in  the  first  section,  we  are  more  interested  in  describ- 
ing a  general  approach  than  in  trying  to  present  "hard  data'*  on  the  economic 
characteristics  of  universities. 

Finally,  a  word  about  those  aspects  of  our  work  on  resource  alloca- 
tion which  are  not  included  in  this  report.    In  addition  to  the  work  on  budget- 
ing which  is  reported  here,  we  have  done  special  studies  on:  (1)  planning  for 
coeducation;  (2)  teaching  methods  and  teaching  loads  at  ten  colleges  and  uni- 
versities; (3)  class  size  and  precept  size  at  Princeton;  (4)  the  definition  of 
endowment  income  .and  the  treatment  of  capital  gains;  and  (5)  the  economics 
of  dining  and  dormitories  at  Princeton,    Brief  mention  is  made  here  and 
there  of  some  of  these  special  studies,  but  it  did  not  seem  worth  reproduc- 
ing them  here  because  they  are  more  specialized  in  character, 

jjc      9jc     9QC     9QC      9jc  9QC 

This  has  been  very  much  a  collaborative  effort,  as  it  continues  to 
be,  and  we  shall  mention  in  this  acknowledgment  only  those  individuals  who 
have  been  most  directly  involved  in  the  project.    First,  we  are  indebted  to 
Ricardo  A.  Mestres,  Financial  Vice-President  and  Treasurer  of  Princeton 
until  July  1972,  for  his  support,  encouragement,  and,  especially,  insight 
into  the  subtle  relationships  between^the  academic  and  administrative  sides 
of  a  university.    Second,  we  wish  to  record  our  thanks  for  the  help  rendered 
by  our  research  colleagues  in  the  Office  of  the  Provost:  Elaine  Britt,  who 
did  a  great  deal  of  the  work  on  program  budgeting;  Irene  Goldfarb,  who  did 
most  of  the  programming  on  CAFSIS  and  ip  connection  with  the  program 
budget;  Sandor  Legrady,  whose  exceptional  programming  abilities  enabled 
us  to  move  from  general  concepts  to  an  operating  system;  James  Mnookin, 
who  did  many  of  the  special  studies  and  who  also  played  a  central  role  in  the 
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work  of  the  Priorities  Committee;  Mary  Procter,  who  worked  particularly 
on  the  economics  of  dormitories  and  food  services;  Richard  Spies,  who  has 
also  worked  on  a  variety  of  special  projects;  and  John  Young,  who  did  much 
of  the  programming  connected  with  space  utilization.    Third,  we  want  to  ex- 
press our  appreciation  to  those  persons  in  other  offices  whose  patience  we 
tested  so  sorely  on  many  occasions:  Bruce  Finnie,  Registrar;  James  Litvack, 
Assistant  Dean  of  the  Faculty;  John  Ostrom,  Associate  Controller  and  Asso- 
ciate Director  of  the  Budget;  Wilbur  Young,  Controller;  and  the  staff  of 
Princeton's  Administrative  Systems  and  Data  Processing  Office.  Finally, 
we  want  to  thank  the  members  of  our  clerical  and  administrative  staff  for 
service  and  forebearance  beyond  the  call  of  duty:  Sally  Danko,  Doris  McBride, 
Velga  Stokes,  and  Cleo  Walter. 


Princeton,  New  Jersey 
June  1972 
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I.    THE  BUDGETING  PROCESS  AT  PRINCETON 


A.    Preamble:  The  Functions  of  a  Budget  System 


At  the  outset  a  few  words  need  to  be  said  concerning  our  conception 


of  the  functions  of  a  budget  sji'stem  and  how  this  conception  relates  to  the 
emphasis  of  this  section  of  our  report.    We  begin  with  the  premise  that  a 
budget  system  is  an  instrument  that  must  serve  three  principal  functions 
in  connection  with  decisions  on  the  allocation  of  the  resources  expected  to 
be  available  in  the  budget  years: 

1.  It  must  facilitate  the  formulation  and  making  of  such 
decisions. 

2.  It  must  be  capable  of  recording  them. 

3.  It  must  be  usable  for  the  execution  of  these  decisions 
during  the  budget  year. 

Our  principal  concern  in  this  report  is  with  the  first  function,  and 
we  shall  have  little  to  say  about  the  latter  two  functions,  important  as  they 
are.   The  functions  of  recording  and  executing  the  budget  are  among  those 
traditionally  performed  by  the  Controller,  for  it  is  the  Office  of  the  Controlltu 
that  records  the  allocations  made  to  each  of  the  budgetary  units,  maintains 
the  accounts  for  each  xmit,  and  in  general  sees  to  it  that  funds  are  spent  only 
for  authorized  purposes.    Then,  the  process  of  executing  budget  decisions 
leads  naturally  into  reporting  the  financial  results  at  the  end  of  the  budget 
year.    These  are  essential  functions  which  must  be  performed  by  any  insti- 
tution in  controlling  the  resources  that  pass  through  its  hands,  and  in  the 
course  of  our  own  work  we  have  become  increasingly  aware  of  how  c^  'icial 
it  is  that  these  tasks  be  done  well.   Still,  they  have  little  to  do  directly  with 
the  quality  of  the  allocation  decisions  themselves,  and  it  is  the  process  of 
formulating  and  making  these  decisions  which  concerns  us  most.    This  em- 
phasis is  based  on  the  conviction  that  at  most  universities  it  is  the  process 
of  arriving  at  budget  decisions,  not  the  process  of  recording  and  executing 
them,  that  most  needs  im.psovument. 
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However,  we  warn  against  overstating  the  separateness  of  these 
functions.   While  it  is  possible  to  distinguish  functionally  between  the  tasks 
of  the  Controller  and  the  tasks  of  those  charged  with  determining  the.  con- 
tent  of  the  budget,  it  is  imperative  that  there  be  the  closest  possible  door-  . 
dination  between  the  functions.    In  fulfilling  the  first  fimction,  a  budget  sys- 
tem must  pose  questions  of  allocation  in  a  manner  susceptible  to  analysis 
and  interpretation  in  terms  of  the  goals  of  the  institution  as  these  may  be 
reflected  in  the  budget  year.    The  budget  system  must  also  pose  these  ques- 
tions, however,  in  such  a  way  that,  once  answered,  the  decisions  reached 
can  be  implemented  through  the  administrative  machinery  of  the  institution. 
This  simple  and  rather  obvious  point  deserves  emphasis  because  it  is  so 
tempting  to  ignore  the  constraints  that  such  concern  for  implementation  im- 
poses on  the  decision-making  process.    Giving  in  to  this  temptation  can  in- 
volve heavy  costs.   This  is  one  of  the  first  lessons  we  learned,  and  it  seems 
worth  stating  it,  even  in  general  terms,  before  beginning  our  detailed  discus 
sion  of  the  budgeting  process  at  Princeton. 
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B.    Budgeting  in  the  1960's 

The  point  of  departure  for  our  work  on  university  budgeting  was 
the  budget  system  in  use  at  Princeton  in  the  1960's.   We  shall  first  de- 
scribe this  system,  paying  particular  attention  to  the  time  schedule  and 
the  location  of  decision-making  responsibilities,  and  then  comment  on  its 
strengths  and  limitations  and  the  reasons  why  some  changes  seemed  neces- 
sary.  While  we  have  made  no  attempt  to  survey  budget-making  processes 
at  other  cpllegos  and  universities,  our  impression  is  that  many  other  insti- 
tutions followed  procedures  roughly  similar  to  the  ones  outlined  below,  at 
least  until  the  last  few  years. 

Description  of  the  Process 

The  fiscal  year  at  Princeton  runs  from  July  1  to  June  30,  and  each 

fiscal  year  is  referred  to  in  terms  of  the  calendar  year  in  which  the  fiscal 

/.  .-J 

year  ends.    Thus/  we  refer  to  the  period  July  1,  1967  -  June  30,  1968,  for 
example,  as  "Fiscal  Year  1968"  or  simply  as  "FY  68.  " 

During  the  -i960's  the  annual  budgeting  cycle  lasted  about  ten  to  eleven 
months.   It  began  in  the  latter  part  of  the  summer  preceding  the  fiscal  year, 
went  on  throughout  the  academic  year,  and  ended  iri  June,  shortly  before  the 
start  of  the  fiscal  year.   Major  decision-making  responsibilities  inside  the 
University  rested  almost  exclusively  with  three  individuals:  the  President, 
the  Dean  of  the  Faculty,  and  the  Financial  Vice-President  and  Treasurer. 
(The  position  of  Provost  was  established  in  the  spring  of  1966,  and  the  Dean 
of  the  Faculty  was  the  first  incumbent,  holding  both  positions  simultaneously 
until  July  1967;  however,  the  establishment  of  this  new  position  did  not  really 
affect  the  budget-making  process  prior  to  the  spring  of  1968,  when  work  be- 
gan on  the  budget  for  Fiscal  Year  1970. ) 

In  general  outline,  the  budgeting  process  went  as  follows: 

--During  the  summer  the  Controller  and  the  Financial  Vice- 
President  and  Treasurer  estimated  the  amount  of  new  income  that  would 
be  available  in  the  next  fiscal  year.    This  estimate  was  the  sum  of  a  number 
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of  components:  how  much  new  endowment  had  been  received;  the  expected 
increase  in  the  yield  on  e^dsting  endowment;  expected  reimbxirsements  of 
indirect  costs  for  sponsored  research  (which  rose  steadily  throughout  the 
early  and  middle  1960's);  ai^  anticipated  increase  in  income  from  tuition 
and  student  charges;  and,  finally,  some  estimate  of  increased  gifts  to  be 
used  for  current  purposes.   These  were  all.very  rough  estimates-  Together 
they  constituted  the  pool  which  had  to  cover  the  major  budget  increases  for 
the  year.    It  sufficed  to  think  in  terms  of  this  simple  identity  between  incre- 
mental increases  in  income  and  in  expenditure  because  the  operating  budget 
in  the  previous  year  was  almost  always  more  or  less  in  balance  during  the 
1960's. 

--Meanwhile,  the  Dean  of  the  Faculty  was  studying  AAUP  fig- 
ures and  other  data  to  arrive  at  a  determination  of  the  size  of  the  salary 
increase  pool  to  be  recommended  for  the  faculty  for  the  budget  year.  His 
assessment  of  the  salary  situation  was  discussed  with  the  President  and 
the  Financial  Vice-President  and  Treasurer,  and  a  recommendation  con- 
cerning the  size  of  this  pool  was  then  made  to  the  Finance  Committee  of 
the  Board  of  Trustees  for  its  approval  at  a  meeting  held  early  in  the  fall 
(usually  in  November).    After  action  by  the  Finance  Conmiittee  of  the  Board, 
the  Dean  of  the  Faculty  informed  departments  of  the  limits  within  which  they 
were  to  make  salary  proposals  for  individuals.    Thus,  a  firm  decision  of  the 
overall  amount  of  salary  increases  for  faculty  preceded  all  other  expenditure 
decisions. 

— Next,  the  Dean  of  the  Faculty  reviewed  all  requests  from  aca- 
demic departments  for  new  tenxu:e  positions,  to  be  filled  either  through  pro- 
motion or  through  appointment  from  outside  the  University.   Requests  for 
new  positions,  supported  by  narrative  memoranda,  had  to  be  made  by  aca- 
demic departments  no  later  than  October  15,  and  replies  to  these  requests 
were  expected  shortly  after  the  annoxmcement  of  salary  increase  pools.  Hav- 
ing completed  his  review  of  all  proposals  for  new  tenure  positions,  and  hav- 
ing also  reviewed  openings  previously  authorized  but  as  yet  unfilled,  the 
Dean  of  the  Faculty  consulted  with  the  President  and  the  Financial  Vice- 
President  and  Treasurer,  but  principally^with  the  former,  and  departments 
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/     were  then  told  what  new  tenure  positions  were  authorized  for  the  coming 
year.    This  was  the  second  main  category  of  expenditures  to  be  settled, 
and  in  this  case  the  decisions  taken  were  not  submitted  to  the  Finance  Com- 
mittee of  the  Board  for  approval. 

--In  a  separate  and  less  formalized  process,  carried  out  at 
various  times  throughout  the  year,  academic  departments  made  requests 
for  additional  manpower  at  the  non-tenure  level.    The  Dean  of  the  Faculty 
judged  these  requests  on  the  basis  of  his  long-standing  knowledge  of  the  de- 
partments and  on  the  basis  of  statistics  concerning  enrollment  trends,  leaves 
of  absence,  and  so  on,  which  he  maintained  in  his  office. 

--Salary  pools  for  non-academic  staff  were  usually  determined 
during  January  on  the  basis  of  a  recommendation  by  the  Director  of  Per- 
sonnel, a  review  by  the  Financial  Vice-President  and  Treasurer,  and  a  de- 
cision by  the  President.    These  salary  pools  were  then  translated  into  rec- 
ommendations for  individuals  through  a  process  administered  by  the  Director 
of  Personnel.    Individuals  were  notified  of  salary  actions  in  June. 

--The  remainder  of  the  budget  of  each  academic  department  to 
be  charged  to  general  funds,  consisting  mainly  of  requests  for  administrative 
and  clericalpersonnel  and  operating  expenses  (telephones,  stationery,  etc. ), 
was  settled  through  a  series  of  personal  interviews  between  departmental 
chairmen  and  the  Financial  Vice-President  and  Treasurer,  who  was  aided 
by  the  Controller  and  the  Director  of  Personnel.    These  interviews  took  place 
during  March  and  April.    (No  mention  is  made  here  of  budgetary  provision 
for  professional  research  and  technical  staff  since  there  was  no  control  over 
such  positions  in  the  form  of  authorized  slots,  the  only  rule  being  that  such 
staff  could  not  be  appointed,  except  in  very  special  circumstances,  unless 
they  were  charged  directly  to  research  contracts  or  restricted  funds.  ) 

—The  budgets  of  the  Library,  the  Compter  Center,  and  all  ad- 
ministrative departments  were  also  determined  by  the  Financial  Vice- 
President  and  Treasurer,  through  a  series  of  meetings  with  department 
heads,  and  these  meetings  normally  occurred  during  April  and  May.    In  the 
case  of  the  Library,  the  Financial  Vice-President  and  Treasurer  consulted 
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with  the  Dean  of  the  Faculty;  in  the  case  of  the  Compute^-  Center,  he  con- 
sulted with  the  Chairman  of  the  University  Research  Board  and  the  Dean  of 
the  Graduate  School;  and,  more  generally,  he  discussed  all  important 
questions  of  policy  with  the  President, 

— Expenditures  for  undergraduate  student  aid  were  determined 
separately  from  the  operating  budget  of  any  department  or  group  of  depart- 
ments  by  the  Financial  Vice-President  and  Treasurer  on  the  basis  of  a  rec- 
ommendation by  the  Director  of  the  Bureau  of  Student  Aid,    Again,  any  major 
policy  questions  were  brought  to  the  attention  of  the  President, 

--Similarly,  the  Dean  of  the  Graduate  School  made  recommenda- 
tions concerning  fellowship  and  scholarship  support  for  students  under  his 
jurisdiction,  and  these  recommendations  were  reviewed  and  acted  on  by  the 
Financial  Vice-Presif.ent  and  Treasurer,  in  consultation  with  the  Dean  of 
the  Faculty  and  the  President  if  this  seemed  appropriate, 

— Decisions  on  tuition,  room  rent,  and  board  charges  were  made 
during  the  course  of  the  year  as  adjustments  seemed  necessary;  however, 
every  effort  wa[s  made  to  annoimce  these  decisions  early  enough  to  include 
theln  i4i  materials  sent  out  to  prospective  students.    Responsibility  for  mak- 
ing a  recommendation  concerning  tuition  rested  with  the  Financial  Vice- 
President  and  Treasurer,  who  always  discussed  a  matter  of  this  importance 
with  the  President,    Formal  approval  by  the  Board  of  Trustees  was  also  re- 
quired in  the  case  of  increases  in  tuition.    Recommendations  concerning 
other  charges  usually  originated  with  the  operating  departments  (Dormitory 
and  Food  Services,  Real  Estate,  and  so  on)  and  were  then  reviewed  by  the 
Financial  Vice-President  and  Treasurer  and  the  President, 

--Throughout  the  year,  the  Controller  kept  track  in  gross  terms 
of  the  commitments  that  were  being  made  against  the  new  income  that  had 
been  assumed  at  the  beginning  of  the  year.    He  reported  periodically  to  the 
Financial  Vice-President  and  Treasurer,  who  used  these  reports  as  rough 
bench  marks  in  evaluating  budget  proposals, 

— At  the  beginning  of  May,  the  results  of  all  the  decisions  con- 
cerning the  budget  for  the  fiscal  year  to  begin  on  July  1  were  collected. 
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department  by  department,  by  the  Office  of  the  Controller.    They  were 
combined  with  the  associated  income  into  an  extremely  detailed  document 
titled  "The  Princeton  University  Budget, "  This  document,  suitably  summa 
rized,  was  presented  to  the  Finance  Committee  of  the  Board  of  Trustees 
for  formal  action  at  its  May  meeting.    Usually,  the  Committee  had  seen 
and  approved  a  rough  preview  of  the  budget  at  its  April  meeting.   The  com- 
plete version  of  the  budget,  containing  line -item  detail  (including  individual 
salaries  and  the  accounts  to  which  they  were  to  be  charged),  was  then  used 
to  monitor  expenditures  during  the  fiscal  year, 

--Finally,  it  should  be  noted  that  throughou!:  this  entire  process 
but  separate  from  it,  requests  for  capital  needs  and  for  building  space 
associated  with  budget  requests  were  collected  and  dealt  with  in  terms  of 
the  special  funds  available  for  these  purposes.   In  particular,  the  major 
maintenance  of  University  buildings  was  budgeted  against  a  separate 
account,  fed  by  annual  contributions  on  a  formula  basis  from  the  operating 
budget. 

This  rather  cryptic  summary  ignores  many  aspects  of  the  budgeting 
process  which  are  of  considerable  importance,  including  the  nature  of  the 
data  used  to  evaluate  budget  proposals  and  the  nature  of  the  information  sys 
tem  used  to  generate  raw  data  and  to  record  decisions.  Also,  it  fails  to 
record  a  number  of  improvements  made  in  the  system,  and  especially  the 
fact  that  during  the  I960' s  important  steps  were  taken  to  transform  what 
had  been  a  manual  system  of  accounting  into  a  partially  automated  system. 
Still  we  believe  that  the  above  summary  conveys  a  sufficient  sense  of  the 
principal  features  of  the  budgeting  process  in  being  when  this  study  began, 
to  permit  comment  and  evaluation. 

Comment  and  Evaluation 

The  <;>u<*get  system  used  prior  to  FY  70  had  a  number  of  important 
advantages,  some  of  which  we  have  come  to  appreciate  fully  only  after 
having  changed  the  system  in  significant  respects. 

First,  it  was  simple  and  free  of  frills.  Decisions  were  made,  re- 
corded, and  executed  at  minimum  cost  in  terms  of  both  time  of  individuals 
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and  dollar  outlays  for  computers,  supplies,  and  so  on.    The  system  made 
very  few  demands  on  faculty  members      including  departmental  chairmen  — 
and  almost  none  on  students. 

Second,  responsibiliiy  for  decisions  was  located  clearly  in  the  Dean 
of  the  Faculty,  the  Financial  Vice-President  and  Treasurer,  the  President, 
and,  ultimately,  the  Board  of  Trustees  through  the  Finance  Committee. 
There  was  no  bureaucratic  confusion,  no  ambiguity  about  who  was  meant 
to  decide  what,  and  no  opportunity  to  shift  the  onus  for  unpopular  decisions. 

Third,  the  timing  of  particular  decisions  was  based  on  when  the^ 
were  needed  (faculty  manning  early  in  the  fall,  in  advance  of  the  recruit- 
ment season,  expense  budgets  much  later  in  the  year,  etc. ),    This  feature 
of  the  system  made  it  possible  to  spread  the  budgeting  work  throughout  the 
year  while  at  the  same  time  meeting  the  needs  of  the  heads  of  departments 
for  decisions  geared  to  their  schedules. 

The  principal  disadvantages  of  the  system  in  use  during  most  of  the 
1960's  can  also  be  summarized  readily.  In  the  main,  they  are  the  obverse 
side  of  the  features  noted  above. 

The  spreading  of  decisions  through  the  whole  of  the  year  meant  that 
the  various  sorts  of  requests  could  not  be  treated  as  competing  claims 
against  an  overall  limit  of  available  resources.    The  rather  sharp  division 
of  responsibility  between  the  Dean  of  the  Faculty  and  the  Financial  Vice- 
President  and  Treasurer,  with  the  Dean  of  the  Faculty  making  recommenda- 
tions on  the  academic  side  of  the  University  and  the  Financial  Vice-President 
and  Treasurer  on  the  non-academic  side,  also  discouraged  a  single  review 
by  a  single  group  of  all  claims  on  University  resources.    (This  disadvantage 
was  muted,  however,  in  the  case  at  hand,  by  frequent  informal  consultations 
and  by  an  exceptionally  good  personal  relationship. ) 

Any  system  which  does  not  permit  more  or  less  simultaneous  consid- 
eration of  all  major  budgetary  proposals  will  suffer  from  some  tendency  to 
respond  to  requests  in  part  on  the  basis  of  their  timing.    Depending  upon  the 
mood  and  nature  of  the  administrators  operating  the  system,  early  requests 
might  receive  favorable  treatment  because  funds  seem  to  be  available,  with 
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late  requests  being  treated  more  harshly  because  of  commitments  already 
made.   In  a  more  conservative  administration,  on  the  other  hand,  the  early 
requests  may  fare  more  poorly  than  the  late  ones  since  the  more  conserva- 
tive administrator  will  tend  to  hold  back  early  in  the  year  and  be  more  gen- 
erous later  on,  when  it  is  clearer  that  some  margin  still  remains. 

Another  disadvantage  of  the  seriatim  nature  of  expenditure  decisions, 
coilminating  in  an  overall  budget  statement  showing  tot^  projected  expendi- 
tures and  income  no  sooner  than  the  April  preceding  the  start  of  the  fiscal 
year,  is  that  if  the  overall  budget  picture  revealed  by  the  April  totals  is 
unacceptable,  the  opportunities  to  make  adjustments  are  severely  limited. 
This  can  be  a  serious  problem,  as  revealed  by  the  experience  at  Princeton 
in  preparing  the  budget  for  the  fiscal  year  which  began  in  July  1967. 

In  April  1967  a  rough  compilation  of  the  budget  decisions  made  in  the 
course  of  the  previous  eight  months  showed  a  projected  deficit  which  the  mem- 
bers of  the  Finance  Committee  of  the  Board  of  Trustees  judged  to  be  too  large. 
The  Financial  Vice-President  and  Treasurer  was  instructed  to  make  further 
cuts  before  bringing  the  budget  back  to  the  Committee  for  approval  the  follow- 
ing month.    There  was  not  a  great  deal  he  could  do,  however,  except  reduce 
projected  office  expenses  in  various  departments,  rescind  authorizations  for 
some  non-academic  positions,  mostly  in  the  clerical  areas,  and  defer  certain 
projects  to  be  undertaken  by  the  Department  of  Planning,  Plant,  and  Properties. 
Continuing  faculty  members  had  already  been  told  what  salary  increases  they 
would  receive  in  the  coming  year,  the  recruitment  of  new  faculty  was  already 
completed,  the  process  of  allocating  salary  increases  to  non-academic  per- 
sonnel was  so  far  along  that  it  would  have  been  exceedingly  difficult  to  alter, 
even  if  that  had  been  thought  possible  from  a  morale  standpoint  when  facility 
salary  increases  were  to  be  spared  a  second  look,  and  it  was  much  too  late 
to  consider  any  major  programmatic  changes.    In  short,  the  characteristics 
of  the  budget  process  permitted  only  tinkering  with  the  edges  of  the  budget 
and  with  items  that  happened  to  be  handled  late  in  the  budget  cycle. 
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Implicit  in  what  has  already  been  said  is  another  limitation  of  the 
budget  system  existing  at  Princeton  when  we  began  this  study:  it  was  not 
constructed  along  programmatic  lines.    The  structure  of  the  expenditure 
and  income  categories  was  not  conducive  to  considering  budget  requests  in 
terms  of  overall  programs  of  teaching  and  research.    Instead,  the  categories 
were  determined  by  the  location  of  administrative  responsibilities  for  certain 
functions  such  as  the  maintenance  of  all  of  the  physical  plant,  the  oversight 
of  all  housing,  and  so  on. 

Finally,  the  budget  system  described  above  did  not  encourage  any 
general  sense  of  participation  in  decisions  on  resource  allocation  nor  did 
the  process  itself  do  much  to  build  understanding  within  the  University  of 
the  financial  circumstances  of  the  institution.    This  characteristic  is  the 
offset  to  the  advantages  associated  with  an  informal  process  which  is  also 
highly  centralized. 

We  do  not  believe  that  it  is  sensible  even  to  ask  whether,  as  a  matter 
of  general  principle,  the  advantages  or  the  disadvantages  listed  above  pre- 
dominate.   Although  we  do  believe  that  any  budget  system  must  serve  the 
three  functions  listed  in  the  Preamble  to  this  section,  and  that  it  is  possible 
to  state  general  propositions  concerning  the  theory  and  practice  of  budget- 
ing, we  are  convinced  that  the  correct  inferences  will  vary  from  institution 
to  institution  and,  within  a  single  institution,  from  time  to  time.  Institutions 
are  groupings  of  people,  with  traditions  and  customs  and  a  variety  of  interests. 
A  system  which  facilitates  the  formulation  and  making  of  budget  decisions 
must  be  responsive  to  the  social  and  economic  setting  which  is  to  receive  it. 
This  is  to  say  nothing  more  than  that  it  must  serve  the  needs  of  the  particular 
institution  at  the  particular  time  in  question.    These  needs  are  a  function  of 
the  general  economic  climate,  the  specific  financial  situation  then  prevailing, 
the  rate  and  pervasiveness  of  changes  in  educational  programs,  and  the  na- 
ture of  the  decision-making  process  within  the  institution. 

In  the  context  of  Princeton  in  the  1960 *s«  we  think  that  a  strong  case 
can  be  made  in  favor  of  the  budget  system  described  above,  however  much 
it  may  have  varied  from  the  generally  accepted  textbook  model.    It  was  well 
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suited  to  the  economic  circumstances  of  the  period,  to  the  nature  of  the 
changes  occurring  within  the  University,  to  the  generally  accepted  views 
regarding  University  governance,  and  to  the  particular  administrative  pat- 
tern which  had  evolved  at  Princeton  in  the  years  after  World  War  11. 

To  begin  with  tlie  economic  setting,  it  seems  fair  to  describe  the 
period  of  the  1960's  (v/ith  the  exception  of  the  last  year  or  two)  as  a  time 
of  relative  abundance  of  resources.    From  1957  through  1968  the  Univer- 
sity raised  more  money,  both  for  capital  needs  and  current  purposes,  than 
it  had  raised  in  its  entire  previous  history.    Except  for  one  or  two  years 
(1967-68  was  discussed  above),  the  budget  was  balanced  or  showed  a  slight 
surplus  in  spite  of  substantial  increases  in  expenditures.       The  result  was 
a  dramatic  increase  in  faculty  salaries,  a  marked  increase  in  the  laculty- 
student  ratio  as  new  appointments  were  made,  and  the  general  strengthening 
of  programs  of  study  and  research,  especially  at  the  graduate  level.   No  ed- 
ucational institution  made  up  of  aggressive  and  ambitious  people,  comdnced 
of  the  importance  of  what  they  are  about,  ever  has  enough  resources  to  do 
all  that  seems  necessary  --  let  alone  simply  desirable.   Neve  theless,  the 
volume  of  new  funds  obtained  during  this  period  was  such  that  really  difficult 
and  painful  allocation  decisions  were  unnecessary.    The  basic  questions  were 
which  new  requests  to  grant,  and  in  which  order,  not  which  activities  to  cur- 
tail.  There  was  usually  enough  money  to  approve  important  requests,  even 
if  they  came  late  in  the  year.   In  this  setting,  there  was  much  to  be  said  for 
a  relatively  simple  decision-making  process.   There  was  no  felt  need  for  a 
procedure  which  would  emphasize  at  each  step  along  the  way  intense  com- 
petition for  very  limited  resources. 

This  was  also  a  period  in  which  the  development  of  the  University 
largely  took  the  form  of  increases  in  the  depth  and  quality  of  established 
activities.    With  two  important  exceptions  —  the  virtual  doubling  of  the  size 


—  See  Figure  1  in  Section  n  of  this  report  for  a  year -by-year  summary 
of  expenditures  and  income  from  1959-60  to  the  present. 
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of  the  Graduate  School  and  the  rapid  growth  of  sponsored  research  there 
were  no  University -wide  developments  which  required  a  detailed  analysis 
of  their  implications  for  all  budgetary  units.    This  future  too  made  it  pos- 
sible to  get  along  vrithout  an  elaborate  system  of  financial  analysis «    (It  is 
interesting  to  note  that  one  of  the  two  principal  exceptions  to  this  general- 
ization, the  growth  of  the  Graduate  School,  also  caused  an  unusual  number 
of  problems.    The  expensi^s  associated  with  this  development  tended  to  be 
underestimated,  and  they  were  never  brought  fully  under  control,  in  part 
because  there  was  no  real  system  for  doing  so«  ) 

With  regard  to  the  nature  of  governance  during  the  1960's,  and  its 
relevance  to  budget-makingj  the  main  thing  to  be  said  is  that  this  was  not 
the  era  of  participation.    Faculty  and  students  were  not  interested,  by  and 
large,  in  participating  in  decisions  of  the  kind  involved  in  the  budget  process* 
There  was,  of  course,  a  great  deal  of  informal  consultation,  especially  be- 
tween the  Dean  of  the  Facully  and  the  President,  on  the  one  hand,  and  de- 
partmental chairmen  and  faculty  advisory  conmiittees,  on  the  other*  But 
there  was  no  general  desire  for  the  kinds  of  formal  mechanisms  for  faculty 
and  student  participation  that  have  been  developed  in  recent  years*    For  this 
reason,  and  because  of  the  particular  individuals  who  happened  to  be  involved, 
the  centralization  of  responsibility  for  budget-making  and  the  lack  of  a  more 
elaborate  process  for  reviewing  proposals  were  thought  to  be  good  things*  In 
retrospect  it  seems  clear  that  the  lack  of  interest  in  broader  participation  was 
also  due  in  no  small  measure  to  the  economic  circiunstances*    So  long  as  it 
was  financially  possible  for  most  decisions  to  be  ''positive**  ones,  there  was 
relatively  little  incentive  for  faculty  and  students  to  get  involved* 

No  account  of  the  reasons  why  the  budget  system  in  use  at  Princeton 
during  the  1960 's  fit  the  setting  would  be  even  tolerably  accurate  if  it  did  not 
emphasize  the  roles  played  by  two  individuals:  the  Financial  Vice-President 
and  Treasurer  and  the  Dean  of  the  Faculty^   The  "personal  diplomacy*'  which 
characterized  the  budget  system  during  this  period  was  possible  in  large  part 
because  of  the  long  periods  of  service  and  unusual  personal  qualifications  of 
these  two  men* 
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The  Financial  Vice-President  and  Treasurer  started  with  the  University 
in  1946  and  brought  to  his  duties  an  encylopedic  knowledge  of  the  finances 
of  the  University,  down  to  the  smallest  detail,  a  remarkable  intuitive  sense 
of  what  the  whole  budget  would  look  like  when  the  dust  had  settled,  and  a  ca- 
pacity to  made  decisions  and  accept  responsibility  for  them.   The  Dean  of  the 
Faculty  served  in  that  position  for  twenty-one  years  and  before  that  had  been 
a  student  at  the  University  and  then  a  member  of  the  faculty.   All  but  a  rela- 
tively small  number  of  the  faculty  had  received  their  appointments  during 
his  tenure  as  Dean  and  he  knew  them  well  as  individuals  and  as  colleagues. 
This  knowledge,  as  well  as  his  understanding  of  the  dynamics  of  each  depart- 

/ 

'  ment,  served  him  immeasurably  in  making  recommendations  concerning  new 
tenure  slots  and 'departmental  manning  in  general.    In  short,  the  Financial 
Vice-President  and  Treasurer  and  the  Dean  of  the  Faculty  together  possessed 
a  fund  of  knowledge  and  a  sense  of  the  University  that  permitted  them  to  make 
decisions  without  much  of  the  formal  paraphernalia  or  procedures  that  other- 
wise would  have  been  needed.   They  also  provided  a  continuity  and  stability 
in  the  administrative  structure  which,  in  the  absence  of  a  more  formal  set 
of  budget  arrangements,  were  indispensable.  The  situation  at  Princeton  in  the 
1960's  is  a  good  illustration  of  the  importance  of  tailoring  any  administrative 
organization  to  the  personalities  and  qualifications  of  the  principals. 

The  Need  for  a  More  gystematic  Budget  System 

By  the  time  this  study  was  begun  (spring  1968),  every  one  of  the 
factors  noted  above  had  changed  in  important  respects.   And  all  of  the  changes 
pointed  to  the  need  for  a  much  more  systematic  budget  system  in  the  1970's, 

First,  the  period  of  relative  affluence  in  university  finance  came  to 
an  end.   Moreover,  V7e  had  been  convinced  in  the  spring  of  1967,  somewhat 
before  the  "financial  crisis"  was  as  widely  discussed  as  it  is  now,  that  it" 
was  no  temporary,  one-of-a-kind,  shortfall  in  resources  that  had  to  be 
countered.   For  reasons  explained  in  detail  in  The  Economics  of  the  Major 
Private  Universities,  we  concluded  that  a  new  budgeting  system  had  to  be 
developed  which  could  cope  with  what  promised  to  be  a  growing  gap  between 
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needed  expenditures  and  available  funds.    Unhappily,  this  prognosis  has 
come  true,  and  with  a  vengeance.    Indeed,  events  not  anticipated  fully  when 
our  report  was  written  in  the  spring  of  1967  (the  cutback  in  the  rate  of  in- 
crease in  Federal  support,  especially  for  research  and  student  aid,  the 
sharp  drop  in  stock  prices,  and  the  general  increase  in  tension  between 
university  communities  and  potential  supporters)  have  made  immediate 
financial  problems  even  more  seripus  than  we  forecast.    In  this  setting, 
it  is  essential  to  have  a  budget  system  which  forces  the  simultaneous  com- 
parison of  all  budget  requests  and  facilitates  the  making  of  painful  decisions. 

More  systematic  methods  of  analysis  and  planning  were  also  required 
at  Princeton  at  this  particular  time  because  of  the  strong  interest  in  includ- 
ing women  students  in  the  undergraduate  college.    Unlike  many  of  the  devel** 
opments  that  had  occurred  at  Princeton  in  the  1960's,  this  proposal  was 
bound  to  affect  the  entire  University.   Thus,  the  financial  implications  of 
coeducation  required  a  more  thorough  and  systematic  analysis  than  that 
given  to  earlier  changes  in  the  educational  program. 

At  about  the  same  time  there  was  also  mounting  interest  at  Princeton, 
as  at  many  other  colleges  and  universities,  in  new  forms  of  participation  by 
faculty  and  students  in  the  decision-making  process.   It  was  obvious  that 
broader  participation  in  the  processes  of  budgeting  and  planning  would  be 
possible  only  if  there  were  a  more  formal  system  of  budgeting  and  planning 
which  made  it  possible  for  individuals  who  had  not  been  immersed  in  all  the 
detail  of  University  finances  to  consider  the  major  alternatives  and  their 
implications. 

Finally,  the  retirement  of  J.  Douglas  Brown  as  Dean  of  the  Faculty 
and  Provost  in  June  1967  had  meant  that  the  University  could  no  longer  draw 
on  the  accumulated  knowledge  and  experience  of  one  of  the  two  individuals 
whose  presence  had  made  possible  the  kind  of  informal  budget  system  then 
in  being.    The  case  for  developing  a  system  which  would  be  less  dependent 
on  the  personal  knowledge  and  judgment  of  any  one  person  was  strengthened 
by  recognition  of  an  important  fact:  in  recent  years  terms  of  office  for  senior 
administrative  officers  of  the  length  of  Dean  Brown^s  have  become  an  increas- 
ing rarily.  In  such  circumstances,  an  established  system  is  the  only  way  to 
avoid  chaos  as  responsibility  trai^^rs  from  one  person  to  another. 
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C.   The  Budgeting  Process  at  Present 

A  Brief  Review  of  Work  on  the  Budgeting 
Process  Between  1969-70  and  1971-72 

For  the  reasons  outlined  above^  we  decided  in  May  1968,  at  the 
outset  of  this  project,  that  the  need  for  reforms  in  budgeting  procedures 
was  so  acute  that  we  should  make  a  crash  effort  to  develop  a  system 
through  which  the  budget  for  1069-70  could  be  processed.   We  thought 
that  the  obvious  risks      disrupting  established  procedures  before  new 
procedures  had  been  subjected  to  pilot  tests,  introducing  changes  without 
adequate  explanation,  and,  in  general,  trying  to  do  too  much  too  fast 
were  outweighed  by  both  the  immediate  need  for  a  more  rigorous  eval- 
uation of  budget  requests  and  the  prospect  of  learning  from  whatever 
mistakes  we  made.  ^ 

The  principal^ objectives  of  this  initial  effort  were; 

1.  To  revamp  the  budget  schedule  to  permit  simultaneous 
consideration  of  all  major  competing  claims  on  resources; 

2.  To  establish  review  and  decision  procedures  that  would 
ensure  that  the  same  group  would  evaluate  all  competing- 
claims; 

3.  To  develop  a  system  for  collecting  and  assembling  budget 
data  at  various  levels  of  aggregation  which  would  make  it 
possible  to  compare  all  budget  proposals  for  FY  70  with 
actual  results  for  FY  68  and  budgeted  income  and  expen- 
ditures for  FY  69; 

4.  To  provide  a  means  for  analyzing  faculty  manning  in  all 
departments  in  the  context  of  standardized  measures  of 
teaching  requirements  •  * 

In  the  main,  these  objectives  were  achieved.   Except  for  some 
problems  related  to  the  treatment  of  sponsored  research  and  certain 
restricted  funds  (noted  below),  we  were  able  to  make  explicit  comparisons 
of  at  least  a  rough  sort  among  all  competing  claims  for  University  funds 
before  any  commitments  were  made.   By  forcing  a  much  earlier  time- 
table for  budget  submissions,  making  use  of  automated  methods  of  data 
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collection  and  summarization*  and  obtaining  crude  income  projections 
about  ten  months  before  the  start  of  the  next  fiscal  year,  it  was  possible 
to  work  ^yith  some  "trial  budgets"  as  early  as  November.   The  earliest 
versions  of  the  budget  for  1969-70  revealed  very  substantial  projected 
deficits      as  much  as  $4  million.   These  projections  in  turn  led  to 
substantial  reductions  in  planned  expenditures  in  many  departments  and 
the  adoption  of  a  much  tighter  budget.    And,  by  being  able  to  reach  these 
decisions  in  November  and  December,  we  were  able  to  tell  departments 
what  to  expect  far  enough  ahead  of  time  to  permit  them  to  adjust  tolerably 
well  to  their  straitened  circumstances. 

The  drastic  change  in  the  schedule  of  the  budget  process  which 
permitted  the  above  results  would  have  been  impossible  without  the  intro- 
duction of  a  number  of  new  forms  and  procedures.   In  spite  of  the  haste 
with  which  much  of  this  work  had  to  be  done,  some  of  the  forms  and  pro- 
cedures adopted  initially  have  been  retained.    In  most  respects,  however, 
significant  modifications  have  had  to  be  made,  and  since  we  will  describe 
below  what  we  now  believe  to  be  most  useful  along  these  lines,  no  good 
purpose  would  be  served  by  a  detailed  recounting  of  which  elements  were 
preserved  and  which  were  discarded. 

More  generally,  there  is  no  reason  to  say  any  more  about  what 
went  ''right"  with  the  first  round  of  our  work  aimed  at  improving  budget 
procedures.    There  is,  however,  every  reason  to  discuss  two  major 
mistakes  made  at  this  time,  since  there  are  important  lessons  to  be 
learned  from  each. 

The  first  major  source  of  difficulty  stemmed  from  a  decision, 
made  in  the  interest  of  simplicity,  to  exclude  certain  offsetting  items  of 
income  and  expense  from  both  sides  of  the  budget.   Direct  expenditures 
for  sponsored  research  were  by  far  the  lairgest  item  of  this  kind  (about 
$23  million  in  FY  70>.   K  was  assunied^  as  had  been  the  practice  in 
previous  years,  that  such  e3q)end^         would  be  inatched  on  an  in-and- 
out  basis  by  income  from  grants  arid  contracts  earmarked  for  particular 
projects.   The  totality  of  expenditures  for  sponsored  research  had  to  be 
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estimated  so  as  to  provide  a  basis  for  estimating  reimbursements  for 
indirect  costs  (an  income  item),  but  the  direct  expenditures  themselves 
and  the  associated  income  were  excluded  from  the  budget  summaries. 
Two  other  smaller  items  were  also  excluded  from  both  the  income  and 
expense  sides  of  the  budget  because  of  the  Controller's  traditional  way 
of  handling  the  funds  that  constituted  these  exceptions:  restricted  library 
book  funds  and  funds  restricted  for  student  aid.    Because  of  these  excep- 
tions, the  dollar  totals  with  which  we  worked  in  preparing  the  budget  for 
FY  70  were  in  the  $42  to  $45  million  range,  whereas  the  total  University 
budget  ended  up  in  the  $76  to  $77  million  range. 

In  adopting  this  approach,  the  critica?.  assumptions  we  made  were 
that  excluding  these  offsetting  items  would:  (a)  simplify  the  budget-making 
process  without  affecting  the  projected  deficit  (or  surplus);  and  (b)  permit 
the  same  evaluation  of  other  budget  entries  that  would  have  occurred  had 
we  been  working  with  the  real  totals.    Both  of  these  assumptions  turned 
but  to  be  bad  ones. 

The  difficulty  with  assumption  (b)  was  that  as  we  tried  to  make 
harder  assessments  of  the  general  funds  that  could  be  appropriated  to 
specific  purposes  --  e.g.,  library  book  purchases  or  purchases  in  an 
academic  department  --  it  was  highly  desirable  to  know  the  total  resources 
likely  to  be  spent  for  the  objective  in  question.   And  without  including  the 
anticipated  expenditures  from  sponsored  research  funds  and  from  the  two 
sets  of  restricted  accounts,  this  was  impossible  in  some  instances.  Thus, 
even  though  the  overall  budget  totals  may  not  have  been  affected  by  these 
exclusions,  the  absence  of  a  complete  picture  made  it  difficult  to  make 
the  kinds  of  programmatic  judgments  in  areas  such  as  student  aid  that  are 
now  an  important  part  of  the  budgetary  pirocess.   In  a  period  when 
resources  were  fairly  readily  avaUable,  and  especially  when  sponsored 
research  funds  and  restricted  funds  increased  each  year,  such  careful 
cpprdiniation  was  far  less  necessary  and  might  not  even  have  been  worth 
the  trouble  needed  to  bring  it  about.  Needle  has  not  been 

the  situation  in  the  1970^  s.  - 
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Assumption  (a)      that  the  overall  deficit  or  surplus  would  not  be 
affected  by  these  exclusions      proved  to  be  a  source  of  even  more  serious 
difficulty,  in  large  part  because  it  was  but  one  aspect  of  our  second  major 
mistake:  we  did  not  establish  procedures  guaranteeing  sufficiently  precise 
linkages  between  the  data  bases  used  for  our  analysis  and  the  data  bases 
and  accounting  conventions  used  by  the  Controller.    We  paid  dearly  for 
this  error  in  approach,  the  consequences. of  which  were  observable  only 
at  the  end  of  FY  69.    At  that  time  the  books  were  closed  on  1968-69  and 
a  line-item  budget  for  FY  70  was  generated  by  the  Controller's  Office. 
None  of  us  had  expected  the  resulting  figures  to  gibe  exactly  with  the 
estimates  for  1968*-69  (the  current  year)  or  the  projections  for  1969-70 
(the  budget  year)  with  which  we  had  been  working  for  the  previous  ten 
months.   But  neither  had  any  of  us  expected  differences  of  the  magnitude 
revealed  by  these  year-end  comparisons;  for  the  current  year,  the  final 
figures  showed  a  modesl;  surplus  of  approximately  $300, 000  instead  of 
the  deficit  of  $1. 7  million  estimated  earlier,  and  for  the  budget  year, 
which  was  even  more  relevant  from  our  standpoint,  the  line-item  calcu- 
lations of  the  Controller  showed  a  projected  deficit  of  just  under  $200,000 
instead  of  the  deficit  of  $1.  5  million  projected  earlier. 

Our  failure  to  V'marry"  fully  the  new  budgeting  concepts  and  the 
old  accounting  concepts  meant  that  we  had  to  spend  an  extraordinarily 
frustrating  period  of  about  two  weeks  reconciling  the  two  sets  of  data. 
Actually,  it  became  evident  rather  quickly  that  the  great  improvement 
in  results  for  the  current  year  U968-69)  was  due  mainly  to  some  once- 
and-for-all  developments  tliat  had  little  to  tell  us  about  the  future.  (In 
particular,  there  had  been  a  sharp  increase  in  Annual  Giving  late  in  the 
year,  Qovernment  reimbursements  of  indirect  costs  were  higher  than 
had  been  expected,  and  the  acquisition  of  an  important  piece  of  real 
estate  meant,  altogether,  an  increase  in  income  of  about  $750, 000.  On 
the  expenditure  side,  the  budget  for  Planning,  Plant,  and  Propertic  v/as 
underspent  by  a^lmost  $900,  000,  principaily  because 
additions;  to  the  phy  sical  plant,  the  Mathematics  -  Physics  comp  g^y:  and 
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Jad win  Gymnasium,  had  not  opened  on  schfe  iule,  and  unfilled  vacancies 
accounted  for  the  other  savings. )  It  also  was  evident  more  or  less  right 
away  that  the  marked  improvement  '    ihe  outlook  for  the  1969-70  budget 
year  was  due  almost  entirely  to  int  '  eases  in  income  that  were  largely 
exogenous  to  the  budget-making  process.    (In  particular,  the  University 
concluded  an  agreement  to  ;?i-!<l  computer  time  to  the  Geophysical  Fluid 
Djrnamics  Laboratory,  the  estimate  for  Annual  Giving  was  raised  in  light 
of  the  favorable  experience  in  the  current  year,  and  the  estimate  for 
Government  reimburt  ements  of  indirect  costs  was  also  revised  upward, 
these  actions  togc  vKer  adding  over  $1  million  of  expected  income. ) 

In  spite  ;^.f  the  fact  that  it  was  possible  to  explain  the  major  sources 
of  discrepapoy  rather  easily,  we  were  determined  to  account  for  the  dif- 
ferences }n  detail  and  to  understand  offsetting  changes  as  well  as  those 
that  pvJied  in  a  single  direction.   Only  in  this  way  could  we  be  sure  we 
und?.f  stood  what  was  going  on  as  a  basis  for  devising  ways  of  improving 
U>,e  situation  into  the  future.   And  pursuing  the  reconciliation  of  the  two 
sets  of  data  in  such  detail  did  yield  important  insights,  including:  (1)  a 
much  better  understanding  of  the  cycle  whereby  vacancies  occur  in  certain 
departments  --  for  example,  in  the  Library,  when  spouses  of  graduate 
students  depart  —  and  then  are  filled  after  some  lapse  of  time;  and  (2)  a 
recognition  that  excluding  sponsored  research  expenditures  and  income 
did  in  fact  make  it  much  more  difficult  to  estimate  the  deficit  accurately. 

Without  actually  going  through  the  process  of  budgeting  on  a  partial 
basis  it  is  hard  to  realize  how  many  situations  arise  in  which  ignoring 
what  are  thought  to  be  offsetting  items  causes  trouble.   For  example,  it 
is  hard  to  estimate  the  cost  to  general  funds  of  a  proposed  salary  pool 
expressed  as  a  given  percentage  of  base  salaries  without  detailed  knowl- 
edge of  salaries  for  particular  categories  of  personnel  charged  to  spon- 
sored research  budgets  as  well  as  to  general  funds.   Also,  we  mis- 
estimated the  cost  of  leaves  of  absence  because  of  a  failure  to  take  account 
properly  of  the  share  of  these  costs  borne  by  sponsored  projects.  Indeed, 
it  proved  to  be  very  difficult  to  take  account  of  many  interactions  between 
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direct  charges  and  reimbursements  for  indirect  costs  in  the  absence  of 
a  unified  budget. 

Much  more  important  than  any  of  these  specific  insights^  however^ 
was  the  general  lesson  learned  about  the  need  for  far  closer  cooperation 
and  coordination  with  the  Controller.  As  is  noted  below^  we  subsequently 
made  an  important  organizational  change  as  a  result  of  this  lesson. 

To  complete  the  story  of  what  happened  to  the  budget  for  FY  70, 
after  the  new  estimates  for  incoxne  and  expenditure  were  checked  thor- 
oughly, we  decided  to  recommend  a  further  round  of  salary  increases 
for  faculty  and  staff.   Salary  increases  included  with  the  original  budget 
proposals  had  been  very  small,  in  keeping  with  the  "austerity''  budget 
being  constructed,  and  the  more  favorable  immediate  financial  outlook 
enabled  us  to  do  better  on  the  salary  front.   The  additional  round  of 
salary  increases,  combined  with  more  sophisticated  estimates  of  savings 
likely  to  be  achieved  because  of  vacancies  unfilled  for  part  or  all  of  the 
year,  led  to  a  revised  projection  for  FY  70  of  a  deficit  of  approximately 
$600, 000.   Thus,  we  ended  up  with  both  larger  salary  increases  and  a 
smaller  deficit  than  originally  anticipated. 

This  relatively  happy  conclusion  should  not,  however,  be  allowed 
to  obscure  the  unsatisfactory  nature  of  this  final  episode  in  the  1969-70 
budget  process.    Apart  from  the  enormous  amount  of  work  entailed  in 
reconciling  the  different  sets  of  numbers,  the  episode  was  unsatisfactory 
for  more  fundamental  reasons.    First  and  most  important,  intelligent 
planning  and  policy-making  simply  cannot  occur  when  fluctuations  of  this 
magnitude  are  experienced.   If  we  had  known  in  November  --or  even  in 
February      what  we  were  to  learn  in  June,  we  would  have  been  in  a 
better  position  to  make  conscious  decisions  concerning  the  allocation  of 
the  additional  sums  available.   Our  belief  is  that  the  decision  to  put  the 
additional  sums  into  salary  increases,  which  was  reached  in.  June  and  . 
July,  is  also  the  decision  which  would  have  been  reached  had  the  improved 
income  projections  been  available  sooner.   Thus,  it  can  be  argued  that  we 
ended  up  in  essentially  the  same  place.   This  does  not  alter  the  fundamental 
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point,  however,  and  we  left  the  1969-70  budget  exercise  determined,  to  do 
a  better  job  of  projecting  income  and  expenditures  in. preparing  the  budget 
for  FY  71. 

A  second  difficulty  with  the  kind  of  major  shift  in  financial  expec- 
tations v/hich  occurred  in  June  1969  deserves  explicit  mention:  variations 
of  this  magnitude,  especially  in  the  favorable  direction,  can  undermine 
seriously  the  confidence  of  faculty  and  staff  in  the  integrity  of  the  entire 
budget-making  process.   It  is  natural  for  departments  being  asked  to 
economize  to  suspect  that  an  excessively  gloomy  picture  is  deliberately 
being  painted  to  hold  down  requests;  and  an  experience  such  as  occurred 
in  June  1969  is  bound  to  strengthen  such  interpretations.   For  this  reason, 
too,  we  were  determined  to  improve  the  accuracy  of  our  projections. 

Five  specific  steps  were  taken.   First,  we  never  again  worked 
with  a  "partial"  budget  excluding  direct  expenditures  on  sponsored 
research  and  certain  restricted  funds,    fiy  including  all  anticipated  expen- 
ditures and  sources  of  income  from  the  beginning,  including  sponsored 
research,  we  forced  ourselves  to  worry  about  the  consistency  of  the 
whole  set  of  estimates.    Second,  we  established  a  regular  schedule  for 
proje cting  income  and  then  for,  reviewing  and  if  necessary  revising  the 
original  estimates.   Third,  with  regard  to  expenditures,  we  developed 
a  system  of  monthly  reports  on  vacancies  as  one  way  of  monitoring  this 
important  source  of  variation  between  budgeted  figures  and  actual  results. 
Fourth,  we  made  a  number  of  programming  changes  to  insure  consistency 
of  data  bases.    Fifth  and  most  important  of  all,  we  established  a  new 
position  of  Director  of  the  Budget  and  appointed  to  it  a  person  who  would 
oversee  the  entire  process,  from  start  to  end,  and  who  would  have  some 
supervisory  responsibility  for  the  section  in  the  Controller's  Office 
working  on  budgetary  matters. 

This  last  organizational  change  was  accompanied  by  a  major  effort 
<Mi  our  part  to  do  a  better  job  of  communicating  with  the  Controller's 
Office  concerning  what  we  were  trying  to  accomplish  and  to  enlist  their 
active  help  and  cooperation.    Much  of  our  early  difficulty  stemmed  from 
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trying  to  move  too  quickly,  and  without  adequate  consultation,  from  the 
tradition  of  conservative  budgetary  estimates  (whereby  the  Controller 
tended  to  be  cautious  in  estimating  income  and  to  treat  maximum  exposure 
as  the  measure  of  likely  expenditures)  to  a  new  mode  of  projecting  in  which 
a  premium  was  put  on  being  as  accurate  and  as  up-to-date  as  possible. 

This  fairly  extensive  account  of  parts  of  the  1969-70  budget  process 
has  feSen  presented  here  because  of  the  general  lessons  which  it  seems  to 
reveal   The  1970-71  budget  process,  on  the  other  hand,  was  sufficiently 
similar  to  the  process  followed  in  working  on  the  1971-72  budget  (described 
in  detail  b^elow),  that  almost  no  special  comment  is  necessary.   Suffice  it 
to  say  that  in  developing  the  budget  for  1970-71  we  improved  various  forms 
and  procedures,  as  well  as  some  of  the  computer  programming,  we 
worked  with,  a  complete  budget  including  sponsored  research  from  the 
beginning,  and  we  managed  to  do  a  far  better  job  of  projecting.   The  final 
results  for  1969-70  were  within  about  $300,  000  of  what  we  had  expected, 
and  the  budget  projections  for  1970-71  were  revised  frequently  as  more 
recent  information  became  available. 

Perhaps  the  most  important  new  development  associated  with  the 
preparation  of  the  FY  71  budget  was  the  establishment  of  the  Priorities 
Committee  --a  carefully  chosen  group  of  faculty,  students,  staff  mem- 
bers, and  administrative  officers  charged  with  advising  the  President  on 
resource  allocation.   The  Priorities  Committee  has  continued  to  serve  as 
the  principal  organizational  vehicle  for  discussing  major  budgeting  alter- 
natives in  some  detail  as  well  as  related  issues  of  policy,  and  its  workings 
are  described  in  detail  below. 

The  other  thing  to*  be  said  about  the  budget  for  FY  71  is  that,  in  its 
final  form,  it  envisioned  a  deficit  of  $2. 5  million.   This  was  by  far  the 
largest  deficit  ever  projected  at  Princeton,  and,  while  those  of  us  involved 
in  the  preparation  of  this  budget  saw  no  acceptable  way  of  doing  better  for 
1970-71,  we  also  knew  that  we  simply  had  to  do  better  for  1971*72.   It  was 
against  this  somber  background  that  work  began  on  the  FY  72  budget. 
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The  Budgeting  Process  for  1971-72: 
Objectives  and  Time  Schedule 

Objectives,       Just  how  much  better  we  had  to  do  for  FY  72 
became  very  clear  right  away.   On  the  basis  of  crude  preliminary  pro- 
jections made  in  late  summer  of  1970,  it  seemed  likely  that  the  $2.  5 
million  gap  between  incomes  and  expense  projected  for  FY  71  would  widen 
to  something  like  $4.  5  million  in  FY  72.   These  projections  were  hypo- 
thetical --  they  were  made  before  any  of  the  spending  requests  were  in 
hand,  and  they  presumed  a  set  of  judgments  (not  yet  in  fact  made),  about 
tuition  levels  and  other  important  determinants  of  income  --  yet  they 
looked  disturbingly  believable.   Our  first  and  overriding  objective,  then, 
was  to  reverse  the  all7too-evident  trend  toward  larger  and  larger 
deficits,  if  this  was  at  all  possible. 

A  second  major  objective  was  to  develop  a  provisional  plan  for 
several  years  into  the  future.   Indeed,  it  was  apparent  that  such  a  plan 
would  be  necessary  to  accomplish  the  first  objective.   This  was  true 
because  the  budget  deficit  was  so  large  that  it  seemed  highly  unlikely  that 
it  could  be  eliminated  in  a  single  year,  under  any  reasonable  assumptions 
about  either  increased  income  or  curtailed  expenditures.    Also,  decisions 
to  commit  funds  in  one  year      for  scholarships  for  entering  freshmen, 
for  example      could  no  longer  be  niade  without  explicit  consideration  of 
our  ability  to  spend  more  money  in  later  years  in  fulfillment  of  such 
commitments.   More  generally,  it  was  evident  that  our  financial  problems 
were  of  a  long-range  nature  and  could  be  dealt  with  sensibly  only  in  the 
context  of  a  multi-year  plan. 

Finally,  two  quite  different  factors  led  us  to  adopt  the  objective  of 
continuing. and  broadening  the  participation  of  faculty,  students,  and  others 
in  the  budget  decision -making  process.  First,  the  financial  situation  was 
so  serious  that  very  difficult  choices  would  surely  have  to  be  made,  and 
a  broader  range  of  informed  judgment  and  opinion  brought  to  bear  on  the 
issues  ought  to  result  in  better  decisions.   Second,  the  review  process 
could  hardly  fail  to  result  in  at  least  some  curtailment  of  progrsims; 
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broader  participation  in  decisions  would,  we  hoped,  lead  to  more  wide*- 
spread  understanding  of  both  the  choices  before  us  and  the  decisions 
reached. 

The  Priorities  Committee.  --  The  organizational  iiistrument  used 
to  facilitate  consideration  of  the  FY  72  budcet  was  the  Priorities  Commit- 
tee, which  had  been  established  a  year  earlie^r  as  one  of  the  charter 
committees  of  the  Council  of  the  Princeton  University  Community.  The 
Commi?:tee's  membership  mirrors  the  membership  of  the  parent  Council; 
faculty,  graduate  students,  undergraduates,  and  members  of  the  admin- 
istration and  staff  are  all  represented.—^  The  Priorities  Committee  has 
no  legislative  power,  but  is  charged  simply  with  making  recommendations 
to  the  President,  who  may  accept,  reject,  or  modify  them.   However,  it 
was  generally  understood  that  the  recommendations  of  the  Committee 
could  carry  considerable  weight  --  depending  on  the  degree  to  which 
various  members  of  the  Committee  were  prepared  to  support  them  and  on 
the  cogency  with  which  they  were  stated.   In  addition  to  advising  the 


—    To  be  more  specific,  the  membership  of  the  Priorities  Committee 
was  defined  by  charter  as  follows:  three  ex  officio  members  from  the 
centrsil  administration  (the  Provost,  serving  as  chairman,  the  Financial 
Vice-President  and  Treasurer,  and  the  Dean  of  the  Faculty);  six  faculty 
members  (with  at  least  one  from  each  of  the  four  divisions  of  the  University 
and  at  least  one  with  a  non-tenure  appointment);  four  undergraduates;  two 
graduate  students;  and  one  person  representing  ^'other  groups"  (the  library 
staff,  the  athletic  department,  professional  research  staff,  etc. ).  In 
addition,  the  Charter  specified  that  the  President  of  the  University,  the 
Director  of  the  Budget,  and  the  Vice-President  for  Development  were  to 
meet  regularly  with  the  Committee.   The  Committee  itself,  acting  in 
consultation  with  the  Executive  Committee  of  the  Council  (which  nominates 
all  members  who  do  not  serve  ex  officio),  requested  three  other  admin- 
istrative officers  to  meet  with  it:  the  Associate  Provost  for  Resource 
Planning,  the  Executive  Director  of  Administrative  and  Personnel  Ser- 
vices, and  a  member  of  the  Office  of  the  Provost  who  served  as  Secretary. 
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Presidenc,  the  members  of  the  Committee  were  also  expected  to  serye  as 
important  two-way  channels  of  communication  with  the  wider  University 
community. 

The  work  of  the  Committee  on  the  FY  72  budget  and  the  provisional 
plan  for  the  years  through  FY  74  is  discussed  in  considerable  detail  in 
Section  II  of  this  report,  which  consists  of  the  full  text  of  the  Committee^s 
report  to  the  President.   The  remainder  of  this  section  describes  in  some 
detail  the  processes  and  procedures  which  lay  behind  that  report  and  the 
recommendations  contained  in  it.   Most  readers  will  probably  find  it  best 
to  stop  at  this  point,  go  on  to  Section  II  and  read  the  text  of  the  1971-72 
Report  of  the  Priorities  Committee  to  the  President  if  they  are  not  already 
familiar  with  it,  and  then  come  back  and  continue  with  this  account  of  the 
methodology  employed. 

Outline  of  the  Budgeting  Process  and  its  Time  Schedule.  The 
next  few  pages  are  intended  to  provide  a  chronological  overview  of  the. 
entire  budget  process.    The  timing  and  the  interrelation  of  the  various 
elements  of  the  budget  process  are  so  important  that  it  seems  in  order  to 
provide  a  fairly  detailed  account  of  when  various  things  were  done. 

Time  Period  Activities 


1.     July  1  - 

September  15,  1970 


Update  computer  files  and  modify 
programs  as  necessary;  prepare 
budget  instructions. 


2. 


Conduct  preliminary  studies:  for 
example,  make  estimates  of  the 


man  women  on  the  likely  course 
enrollments  in  each  department. 


impact  of  additional  entering  fresh- 


3. 


Prepare  crude  hypothetical  projec- 
tions of  income  and  expense  for  the 
years  ahead;  present  these  to 
Priorities  Committee  in  early 
September. 


•■"^','■•■.^^v.■^rr.^^.^^<•^ 
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4.  Committee  recommends  stringent 
budget  guidelines  to  department 
chairmen  based  on  initial  studies 
and  projections.   (Guidelines  issued 
by  Provost  on  September  15  see 
II.  1  below. ) 

5.  Refine  estimates  of  income  from 
sources  not  directly  controllable  in 
the  budget-making  process,  such  as 
endowment,  gifts,  and  U.  S.  Govern- 
ment grants. 

6..     Establish  committee  of  senior  mem- 
bers of  tht'  administration  to  begin 
immediately  to  review  personnel 
vacancies  to  determine  which  might 
remain  unfilled      at  least  imtil  the 
budget  review  is  completed. 


II.  September  15  -  1. 
October  8,  1970 

2. 
3. 

III.  October  8  -  1. 
December  17,  1970 


Provost  issues  budget  guidelines  to 
all  departments  on  September  15. 
Budget  forms  and  instructions  follow 
shortly  thereafter  (September  21). 
(A  copy  of  the  guidelines  is  included 
with  the  1971-72  Report  of  the 
Priorities  Committee  as  Appendix  C; 
a  copy  of  the  budget  instructions  is 
included  with  this  report  as  Appen- 
dix A. ) 

Departments  complete  the  forms 
and  return  them  by  October  5. 

The  returns  are  processed  and 
summarized  centrally  to  arrive  at 
"first  round'V  expenditure  and 
income  totals. 


Priorities  Committee  holds 
numerous  meetings  (once  or  twice  a 
week;  two  hours  each)  to  consider 
both  the  overall  budget  and  future 
year  projections  as  well  as  the  main 
policy  is j^ues  fac^^ 
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budget  area.    Simultaneously,,  sub- 
committees of  Priorities  Committee 
conduct  preliminary  studies  of  each 
major  area  (e.g.,  student  aid, 
faculty  manning,  administration 
expenses.  Library,  etc. )  before 
discussion  of  the  subject  within  the 
full  Committee.    Where  possible, 
present  alternative  plans  for  the 
next  three  years  for  each  area,  (The 
detailed  meeting  schedule  and  agenda 
for  the  Priorities  Committee  during 
this  period  was  as  follows: 


Oct 

p  cLcuiiy  ana  oiaxi  riousing 

Expenditures,  and  Rental 

Charges 

Oct, 

15: 

Tuition 

Oct. 

22: 

Overall  Summary  of 

Budget 

Oct. 

29: 

Faculty  Manning 

Nov. 

5: 

Computer  Center 

Nov. 

10: 

Dormitory  and  Food 

Services 

Nov. 

12: 

Library 

Nov. 

17: 

Planning,  Plant,  and 

Properties 

Nov. 

19: 

Undergraduate  Student  Aid 

Nov. 

24: 

Graduate  Student  Support 

and  Rents 

Nov. 

25: 

Special  Academic  Programs 

Nov. 

27: 

Athletics  ^ 

Dec. 

1: 

Academic  Administration 

Dec. 

3: 

General  Administration 

Dec. 

8: 

Faculty  and  Staff  Salary 

Pools 

Dec. 

10  & 

Dec. 

15: 

Second  Reviews  of  Subjects 

Requiring  Further 
Consideration 


Dec.  17:  Overall  Summary  of  Budget. ) 
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2.  Keep  the  appropriate  committees  of 
Princeton's  Trustees  informed  of 
progress  and  take  their  views  into 
account  at  an  early  stage.  (There 
was  one  joint  meeting  of  some  of  the 
members  of  the  Prirr it ies  Commit- 
tee and  the  budget  subcommittee  of 
the  Finance  Committee  of  the  Board; 
at  other  times,  the  chairman  of  the 
Priorities  Committee,  the  Treasurer, 
and  the  President  kept  in  touch  with 
the  Trustees. ) 

3.  Give  academic  departments  tentative 
decisions  regarding  positions  for 
which  they  were  authorized  to  recruit 
new  faculty  for  FY  72. 


IV.  December  17,  1970 
January  31,  1971 


1.     Draft  Priorities  Committee  report; 
hold  meetings  of  Committee  to 
review  final  recommendations. 


2.    Discuss  report  <in  draft  form)  with 
budget  subcommittee  of  Trustees. 


3.     Present  final  report  to  President. 


4.  President  endorses  recommendations. 

5.  '    Present  report  to  full  Finance  Com- 

mittee of  Trustees  on  January  25 
(and  to  full  Board  shortly  thereafter). 
Trustees  approve  general  outline  of 
FY  72  budget  and  also  specific 
recommendations  for  tuition,  room, 
and  board  increases;  salary  pools, 
student  aid,  and  rents  on  University 
housing. 

6.  Provost  holds  various  meetings  with 
faculty,  student,  and  staff  groups  to 
describe  and  discuss  major  budget 
decisions. 


38 


7.     Priorities  Committee  begins  inten- 
sive discussion  of  possible  reduc- 

^^^^  U 

lUniversity  by  FY  74.  " 
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V.    January  31  -  l. 
May  7,  1971 


2. 


3. 


VI.  May  7  -  l. 
June  30,  1971 


Settle  all  remaining  unresolved 
budget  issues  (mostly  minor  ones) 
and  communicate  final  decisions 
to  departments. 

Inform  committees  responsible  for 
determining  salary  increases  for 
individuals  (Committee  on  Appoint- 
ments and  Advancements  for 
Faculty,  and  Senior  Salary  Com- 
mittee for  administrative  staff)  of 
sizes  of  pools  available;  these 
committees  then  make  recom- 
mendations to  the  President  con- 
cerning salary  adjustments  for  all 
individuals  above  a  certain  level; 
other  administrative  officers  make 
salary  decisions  in  remaining  cases. 

Finance  Committee  of  Board  of 
Trustees  reviews  and  approves 
entire  budget  in  final  form,  on 
May  7. 


Controller's  Office  prepares  final 
working  budget  for  FY  72  in  line- 
item  detail. 


In  looking  back  over  this  outline  and  time  schedule,  five  aspects 
of  it  deserve  further  comment.   First,  by  far  the  tightest  part  of  the 
schedule  occurred  in  period  III  (October  8  to  December  17)  when  we  were 
formulating  recommendations  for  all  of  the  major  areas  while  at  the  same 
time  preparing  a  whole  series  of  trial  budgets  for  the  University  as  a 
whole.   Second,  we  made  no  final  decisions  concerning  recommendations 
for  any  one  area  (such  as  rents  on  faculty  and  staff  housing)  untU  all 
areas  had  been  reviewed;  the  "second  review"  meetings  of  the  Priorities 
Committee  held  in  the  middle  of  December  were  used  to  consider  in  what 
ways  (if  at  all)  the  provisional  recommendations  reached  earlier  should 
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be  modified.  -    Third,  our  ability  to  make  this  tight  schedule  work 
depended  heavily  on  effective  data  processing  as  well  as  on  the  cooper- 
ation of  department  heads  and  administrative  officers.   Fourth,  while 
we  have  been  careful  to  distinguish  the  roles  of  the  Committee  and  the 
President  in  the  above  outline,  in  fact  there  was  a  very  close  working 
relationship,  with  the  President  attending  most  meetings  of  the  Com- 
mittee; also,  the  Provost,  in  his  capacity  as  chairman  of  the  Priorities 
Committee,  was  responsible  for  seeing  that  the  President's  views  were 
considered  fully  by  the  Committee  and  that  the  President,  in  turn,  was 
aware  of  the  views  of  the  Committee.   Fifth,  while  final  action  on  the 
budget  as  a  whole  was  not  taken  by  the  full  Finance  Committee  of  the 
Board  of  Trustees  until  May  7,  the  main  decisions  were  all  niade  by  the 
Board  in  mid -  January     this  being  necessary  in  order  to  announce  tuition 
charges,  make  definite  commitments  to  people  being  hired«  and  make 
sale.ry  determinations. 


—    Another  stratagem  employed  to  help  put  each  of  the  major  budget 
issues  into  proper  perspective  was  to  bring  to  the  Committee,  at  several 
points  in  the  review  process,  updated  overall  budget  summaries 
reflecting  the  impact  of  recommendations  made  up  to  that  point. 
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The  General  Structure  of  the  Budget 
and  Definitions  of  Major  Elements 

During  the  process  of  budget  preparation  and  review,  estimates  of 
income  and  expenditures  are  presented  in  a  wide  variety  of  formats. 
There  is  no  one  way  of  presenting  these  figures  that  is  right  for  all  pur- 
poses.  In  the  following  sections  we  shall  present  some  of  the  ways  of 
organizing  data  that  have  proved  useful  to  us  in  analyzing  particular 
programs  and  activities;  and,  in  Section  IV  of  this  study,  we  shall  discuss 
the  general  subject  of  program  budgeting  at  some  length.    CXir. immediate 
purpose  here  is  a  much  simpler  one:  to  set  forth  the  basic  format  used 
to  summarize  Princeton's  budget  and  to  define  the  principal  categories. 

The  format  used  for  this  purpose  is  the  traditional  one.   It  con- 
sists of  separate  tables  for  income  (with  breakdowns  by  source)  and 
expenditures  (with  breakdowns  by  broad  purpose),  and  it  can  be  tied 
directly  to  the  official  financial  statements  for  the  University  prepared 
by  the  Controller's  Office  at  the  end  of  each  fiscal  year.   The  income  and 
expense  summaries  used  in  preparing  the  FY  72  budget  are  shown  in 
Tables  1  and  2  below,  with  the  column  for  FY  72  recording  the  final  esti- 
mates and  recommendations  arrived  at  by  the  Priorities  Committee  and 
approved  by  the  President  and  Trustees.    (These  tables  are  reproduced, 
without  change,  from  Appendix  A  of  the  Report  of  the  Priorities  Committee 
for  1971-72.) 

Readers  who  are  already  familiar  with  the  major  elements  of  a 
university  budget  may  wish  to  skip  over  the  following  definitions,  which 
will  be  well  known  to  them.   The  income  and  expenditure  sides  of  the 
budget  are  discussed  in  turn.    Common  to  both  tables  are  the  column 
headings,  which  coyer  the  latest  completed  fiscal  year  (FY  70  in  this 
case),  the  current  year  (budgeted  figures),  and  the  "budget  year"  (here 
FY  72)./--- 
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PRINCEI  JN  UNIVERSITY 
1971-7?  Op'jiating  Budget:  Income 

(i.y>  Hiousands  of  dollars) 


FY  70 
Actual 


FY71 
Budget 
"I? 


FY72  Difference 
Projection      f3)  -  (2) 

— UT  ^  \Ay  ' 


1.  Endowment 

2.  Student  Fee??! 

a.  Undergr J ?Hate  Tuition 

b.  Gradiiatvi  Tuition 

c.  Other 

Subtotal 

3.  Gifts  and  Grants  (non- Gov't): 


12,310  14,262 


7,990 
3,522 
248 
11,759 


9,125 
3,653 
260 
13,058 


14,855 


10,710 
3,915 
251 
14,876 


+  593 


+1,585 
+  262 
 -9 

+T7m 


a.  Sponsored  Projects  ±.' 

b.  Annual  Giving 

c.  Other 

Subtotal 

1,967 
2,983 
3,737. 
8,687 

1,378 
3,100 
3,724 
8;201 

993 
3,100 
3.624  . 
7,717 

-385 

-100 
-484 

4. 

U.S.  Government  Agencies: 

a.  Sponsored  Projects!/ 

b.  Other 

Subtotal 

27,737 
3,128 
30,864 

23,938 
2,465 
26,403 

22,067 
1,809 
23,876 

-l,87i 
-656 
-2,527 

S. 

Auxiliary  Activities: 

a.  Athletics 

b.  Dormitories  and  Food 

Services 

c.  Faculty  and  Staff 

Housing 

d.  Married  Student  Housing 

e.  Commercial  Properties 

Subtotal 

647 
4,777 

1,143 
373 
772 

7,712 

599 

5,667 

1,237 
398 
765 

8,666 

626 
6,231 

1,372 
434 
787 

9,450 

+  27 
+  564 

+  135 
+  36 
+  22 

+  784 

6. 

Service  Departments 

2,845 

3,251 

3,317 

+  66 

7. 

Other 

2.304 

2.287 

2.523 

+  236 

GRAND  TOTAL 

76,481 

76,109 

76,614 

+  505 

1/ 

Summary  of  Sponsored  Projects: 

a.  Direct  Costs 

b.  . Indirect  Cost 

Reimbursements 

23,348 
6.356 

19,298 
6.018 

17,0  87 
5,973 

-2,211 
-45 

Total  */ 

29,704 

25,316 

23,060 

-2,256 

'     ■  v"-  '-'.  ■ 

Sum .of  lines  3a  and  4a. 
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Table  2 

PRINCETON  UNIVERSITY 
1971-72  Operating  Budget:  Expenditures 
(in  thousands  of  dollars) 


1.  Academic  Departments: 

a.  Instructional  Salaries: 

1.  Faculty,  acad.  year 

2.  Teaching  as t.  stipends 

3.  Teaching  ast.  tuitions 

b.  Other  salaries ,  expenses , 

and  benefits 

c.  Graduate  fellowships: 

1.  University  fellowships-^ 

2.  Other  fellowships 

Subtotal 

2.  Special  Academic  Programs 

3.  Undergraduate  Scholarships 

and  Prizes 

4.  Central  University  Services: 

a.  Library 

b.  Computer  Center 

c.  Security 
*d.  Other 

Subtotal 

5.  Administration: 

a.  Acad.  Administration 

b.  General  Administration 

Subtotal 

6.  Planning,  Plant,  and  Properties 

7.  Athletics 

8.  Dormitories  and  Food  Services 

9»  Undistributed  Personnel 
Benefits 

10.  Transfers  to  Reserves 

11.  Salary  Increases  (including 

benefits) 

12.  Savings  from  unfilled  positions 

and  unspent  operating  budgets 

13.  Allowance  for  contingencies 

GRAND  TOTAL 

14*  Estimated  Income 
15.  Surplus  or  (deficit) 


FY70 
Actual 


8,573 
.449 
169 

16,584 

1,341 
3.876 
30,993 

13,493 

3,027 

3,218 
2,196 
564 
648 
6,626 


2,938 
4.282 

7,884 
1,222 
3,808 

-31 
3,223 


77,466 
76.481 
(985) 


FY71 
Budget 

FY72 

I\C  C>  Wlllllldl 

dations 

jjirrerence 
(3)   -  (2) 

9,577 

526 
406 

9,570 
612 
499 

-7 

+  86 
+  93 

15,920 

15,030 

-890 

X  ,  \i  0  0 

3.158 
51,275 

1  QO? 

2.908 
30,521 

-250 
-754 

11,608 

9,708 

-1,900 

3,299 

3,622 

+  323 

3,659 
2,284 
818 
623 
7,384 

3,659 
2,099 
732 
593 
7,083 

-185. 

-86 

-30 
-301  \ 

j 

3,171 
5.119 
8,290 

3,085 
4  .940 

-86  ; 

-179  I 
-265  \ 

8,840 

8,604 

-236  1 

1,288 

1,220 

-68 

3,947 

3,938 

-9  ; 

\ 
! 

3,234 

3,422 

+  188  1 

1,452 

+1,452 

-550 

-100 

+  450 

50 

300 

+  250 

78,665 

77,795 

-870 

76.109 

76,614 

(2,556) 

(1,181) 

_   o 

lERLC 


1/  Endowment  and  General  Funds. 
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Definition  of  Income  Elements 

1.  Endowment,   This  is  the  income  earned  through  investment 
of  Princeton's  endowed  funds      mainly  gifts  and  bequests  received  by  the 
University  on  the  condition  that  the  principal  be  invested,  and  the  income 
used  for  current  purposes.   Some  endowed  funds  may  be  used  for  any 
University  purpose  ("unrestricted"  endowment),  but  most  of  them  carry 
restrictions  of  one  sort  or  another,  including  some  quite  narrow  ones. 
(These  restrictions  complicate  the  calculation  of  endowment  income,  as 
will  be  noted  below. ) 

2.  Student  Fees: 

a.  Undergraduate  Tuitioa 

b.  Graduate  Tuition,  i 

The  figures  are  the  product  of  numbers  of  students  paying 
tuition  (at  undergraduate  and  graduate  levels)  and  the  tuition  rate  per 
student,  adjusted  for  such  factors  as  expected  attrition  before  the  start 
of  the  second  semester. 

c.  Other  Student  Fees.    Includes  application  fees,  graduation 
and  transcript  fees,  various  fines  and  the  like. 

3.  Gifts  and  Grants  (non-Government): 

a.  Sponsored  Projects.    Funds  received  from  foundations, 
corporations,  individuals,  and  other  non-governmental  sources,  mainly 
for  the  conduct  of  specific  research  projects.    Most  of  these  contracts 
provide  for  payment  of  "indirect  costs"  —  utilities  and  supporting  services 
of  various  kinds      as  well  as  the  direct  expenses  of  the  projects. 

b.  Annual  Giving.   These  are  unrestricted  funds  contributed 
each  year  by  Princeton's  alumni,  parents  of  students,  and  other  friends. 

c.  Other  Non-Government  Gifts  and  Grants.   This  category 
includes  funds  received  from  foundations  and  the  other  sources  mentioned 
above  for  support  of  our  academic  departments  and  programs,  for  under- 
graduate scholarships  and  graduate  fellowships,  for  improvem.ent  of  the 
Library^s  collections,  and  for  other  purposes. 
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4.  U,  S,  Government  Agencies; 

a.  Sponsored  Projects,   Funds  received  from  Federal 
Government  agencies  for  the  support  of  research  projects,  including  the 
payment  of  both  direct  and  indirect  costs.   The  largest  beneficiaries  of 
this  support  in  the  years  covered  by  the  table  are  the  Princeton  Particle 
Accelerator  and  the  Plasma  Physics  Laboratory. 

b.  Other  Income  fromU>  S.  Government  Agencies.  The 
largest  coniponents  here  are  funds  from  the  National  Science  Foundation 
for  computer  costs  (ending  after  FY  71)  and  graduate  student  fellowships. 

5.  Auxiliary  Activities; 

a.  Athletics.    Income  from  this  source  includes  gate 

receipts  from  athletic  events,  sales  of  yearly  ticket  books,  and  fees 

i 

for  use  of  athletic  facilities. 

b.  Dormitory  and  Food  Services.    Included  under  this 
heading  are  room  and  board  charges  at  graduate  and  undergraduate  levels, 
and  also  income  from  operation  of  the  Student  Center,  faculty  and  staff 
dining  facilities,  cafeterias,  etc. 

c.  Faculty  and  Staff  Housing. 

d.  Married  Student  Housing* 

e.  Commercial  Properties* 

These  categories  comprise  rental  income  from  three 
types  of  University-owned  real  properties. 

6.  Service  Departments.   This  line  includes  income  to  the 
Computer  Center,  printing  and  duplicating  departments,  machine  shop, 
and  other  central  supporting  activities.   With  the  exception  of  the  Com- 
puter Center,  nciost  of  this  income  is  from  other  University  departments. 
There  is  thus  some  double -counting  included  in  the  budget  totals  shown  in 
the  tables,  although  the  deficit  is  unaffected,  since  these  amounts  are  also 
inMuded  with  the  expenditures  of  the  various  departments.  All  inter- 
departmental charges  have  to  be  eliminated  from  the  income  and  expen- 
diture sides  of  the  budget  before  the  totals  can  be  compared  with  those  in 
the  officiail  financial  statement  of  the  University. 
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Other  Income,   Mainly  income  from  investment  of  current 
funds  (including  sums  of  money  not  in  the  investment  pool  because  they 
will  be  spent  soon,  for  construction,  for  example);  also  includes  miscel- 
laneous categoin^a  such  as  income  from  parking  permits  and  fines. 

Definition  of  Expenditure  Elements 

1.  Academic  Departments: 

a.  Instructional  Salaries: 

(1)  Faculty,  academic  year.   In  order  to  isolate  instruc- 
tional salaries  in  this  section,  any  portion  of  faculty  salaries  paid  by 
sponsored  research  projects  is  omitted  from  this  line;  also  all  salaries 
paid  to  faculty  in  the  summer  are  omitted  since  they  are  for  research 

or  administrative  services.    (Princeton  has  no  summer  school. ) 

(2)  Teaching  assistant  stipends, 

(3)  Teaching  assistant  tuitions. 

These  two  lines  cover,  respectively,  the  salaries 
of,  and  the  tuition  payments  made  on  behalf  of,  graduate  students  who 
are  serving  as  Assistants  in  Instruction. 

b.  Other  Salaries,  Expenses,  and  Benefits.   Includes  all 
expenses  of  academic  departments  not  otherwise  set  forth:  summer 
salaries  of  faculty,  all  sponsored  project  expenses,  supporting  staff  and 
operating  expenses,  and  personnel  benefits. 

c.  Graduate  Fellowships.   Two  lines  are  shown  here,  in 
order  to  distinguish  between  fellowships  which  are  funded  from  Princeton's 
endowed  and  general  funds,  and  those  which  are  financed  from  outside 
sources. 

2.  Special  Academic  Programs.  This  group  comprises  a  number 
of  interdepartmental  programs  and  research  centers  which  do  not  have 
departmental  status.    It  includes  the  Princeton  Particle  Accelerator  and 
the  Plasma  Physics  Laboratory,  which  have  been  financed  almost  entirely 
by  the  Federal  Government,  as  well  as  the  Industrial  Relations  Section, 
the  Office  of  Population  Research,  etc. ,  which  are  supported  by  a  mixture 
of  internal  and  external  funds. 
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3.  Undergraduate  Scholarships  and  Prizes,   Prizes  is  a  very 
small  component  of  this  line;  virtually  all  of  these  expenditures  are  for 
scholarships.   (Loans  are  of  course  treated  separately  since  they  come 
from  a  capital  account. ) 

4.  Central  University  Services.   The  first  three  entries  here 
are  self-explanatory;  the  fourth  consists  mainly  of  the  University  Machine 
Shop. 

5.  Administration.   A  number  of  departments  are  included  here. 
The  Academic  Administration  group  includes  the  offices  of  the  Provost 
and  the  Deans^  health  and  other  student  services  of  all  kinds^  research 
administration^  and  some  related  activities.   General  Administration 
incorporates  the  University's  fund  raising  and  public  affairs  departments, 
administrative  services  of  various  kinds«  the  Controller's  Office^  the 
Personnel  Office,  and  administrative  data  processing. 

6.  Planning^  Plants  and  Properties. 

7.  Athletics . 

8..    Dormitory  and  Food  Services. 

These  three  departments  require  no  special  explanation. 

9.     Undistributed  Personnel  Benefits.   Most  of  these  benefits 
social  security^  retirement^  etc.      are  included  as  a  fixed  percentage  of 
applicable  salaries  (14%  for  FY  72)  on  other  lines  of  the  table.   At  the  end 
of  the  year,  when  actual  benefit  costs  are  known,  the  small  residual  not 
already  accounted  for  by  the  percentage  formula  is  shown  on  this  line. 

10.     Transfers  to  Reserves.  Certain  types  of  costs  capital 
equipment  purchases  and  major  maintenance  expenditures     are  charged 
directly  to  reserves  created  for  these  purposes,  rather  than  to  the 
operating  budget  depicted  in  the  tables.   Each  year  these  reserves  are 
replenished  from  the  operating  budget  on  a  formula  basis  (making  use  of 
a  multi-year  moving  average  of  expenditures),  and  it  is  these  transfers  to 
the  reserve  accounts  which  appear  on  this  line  of  the  expenditure  table. 
(The  line  also  includes  annual  mortgage  payments  on  a  small  number  of 
University  buildings. )  Treating  equipment  and  major  maintenance 
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expenses  in  this  way  evens  out  their  impact  on  the  operating  budget,  so 
that  pronounced  year-to-year  changes  in  expenditures  do  not  occur  simply 
because  of,  for  example,  the  fortuitous  timing  of  one  or  two  large  reno- 
vation projects. 

11-     Salary  Increases  (Including  Benefits).    We  have  chosen  to 
show  salary  increases  recommended  for  the  budget  year  separately  for 
two  reasons.   First,  if  they  were  distributed  among  the  other  lines  of  , 
the  table,  it  would  be  much  more  difficult  to  discern  real  changes  in 
program  level  between  the  current  and  budget  years  (unless,  of  course, 
there  were  a  distinction  made  between  changes  due  to  pay  raises  and 
changes  for  other  reasons).   Second,  and  more  importantly,  we  have 
shown  a  separate  pay  raise  line  because  the  magnitude  of  the  salary 
increases  themselves  is  an  important  policy  issue  which  must  be  decided 
in  the  budget  process.   In  trying  to  order  priorities,  we  need  to  know  the 
costs  of  various  possible  pay  increases  as  well  as  other  competing  claims 
on  resources.  ^ 

12.  Savings  from  Unfilled  Positions  and  Unspent  Operating  Budgets. 
Implicit  in  the  numbers  shown  on  other  lines  of  the  table  are  the  assump- 
tions that  all  positions  will  be  filled  throughout  the  year  and  that  all 
operating  budgets  will  be  entirely  spent.    Since  these  conditions  are  never 
fully  met,  however,  we  have  included  a  lump-sum  estimate  of  the  savings 
which  can  be  anticipated. 

13.  Allowance  for  Contingencies.   We  have  preferred  to  make  a 
central  allowance  for  unanticipated  needs  rather  than  to  establish  separate 
"pockets**  in  the  various  departments. 

At  the  bottom  of  the  expenditure  table,  we  repeat  the  figure  for 
estimated  income  (carried  over  from  the  income  table)  and  then  calculate 
the  projected  surplus  or  deficit  by  subtraction. 
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Estimating  Income 

In  any  discussion  of  University  income,  one  fundamental  distinction 
must  be  borne  in  mind.    There  are  some  categories  of  income  (tuition,  room 
and  board  fees,  and  the  like)  which  are  subject  to  a  measure  of  control  in  the 
budgeting  process.    Other  categories      and,  in  the  case  of  Princeton,  the 
dollar  magnitude  here  is  greater      are  dependent  on  a  multitude  of  external 
conditions:  the  state  of  the  financial  markets,  the  mood  of  Congress,  atti- 
tudes of  alumni,  and  a  host  of  other  factors. 

Two  of  the  income  components  over  which  we  have  some  control 
(Dormitory  and  Food  Services,  and  rentals  on  married  student  housing) 
are  discussed  in  some  detail  in  subsequent  sections.   We  will  discuss  more 
briefly  here  the  decisions  reached  on  the  other  "controllable"  income  cat- 
egories.   But  first,  let  us  examine  the  procedures  used  to  estimate  those 
categories  of  income  not  dependent  on  explicit  pricing  decisions  by  Princeton. 

Estimating  "Uncontrollable  Income".  --  Estimating  uncontrollable 
income  for  the  following  year  is  one  of  the  first  major  responsibilities  of 
the  Director  of  the  Budget  in  each  fall  budget  cycle  (cf.  item  I.  5  in  the  out- 
line of  the  budget  process).    Prior  to  September  15,  the  Director  of  the 
Budget,  working  closely  with  the  Controller's  Office  and  other  administra- 
tive offices,  prepares  estimates  of  endowment  income,  gifts  and  grants, 
sponsored  research  income,  and  income  from  the  investment  of  current 
fimds  and  other  miscellaneous  sources. 

The  resulting  set  of  estimates  for  all  sources  of  income  treated  as 
"givens"  is  extremely  important  because  it  provides  an  initial  impression 
of  the  seriousness  of  the  budgetar^y^oblem  for  the  coming  year.    As  the 
discussion  in  the  1971-72  ReportVf  the  Priorities  Committee  indicates 
(see  pp.  154-158,  and  especially  tlStabIe"oh^p.^5  which  presents  data 
for  FY  69  through  FY  72),  we  estimated  that  all  of^ese  sources,  taken 
)  together,  would  yield  $311,  OOP  less  in  FY  72  than  in       71.    This  grim 

prognosis  affected  all  of  the  deliberations  of  the  Priorities  Committee, 
and  we  were  very  anxious  that  it  be  as  accurate  as  possible. 
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With  the  exception  of  endowment  (see  below),  estimates  for  these 
categories  of  income  were  straightforward  projections  of  past  experience, 
modified  by  whatever  intelligence  we  could  gather  about  current  and  ex- 
pected general  trends  in  various  sorts  of  support,  and  about  specific  devel- 
opments affecting  Princeton  in  particular.   In  assembling  the  estimates, 
the  Controller's  Office  relied  heavily  on  others  for  detailed  information. 
For  instance,  the  initial  estimate  of  Annual  Giving  was  developed  by  our 
fimd  raisers,  and  the  estimate  for  sponsored  research  was  made  by  the 
Office  of  Research  and  Project  Administration,  which  keeps  in  close  touch 
with  foundations  and  government  agencies  as  well  as  with  project  leaders 
on  campus. 

The  calculation  of  endowment  income  is  always  the  most  complicated 
part  of  this  entire  estimating  effort  because  we  count  as  income  only  the  por- 
tion of  endowment  earnings  which  is  actually  spent  in  a  particular  year.  The 
total  of  endowment  income  is  therefore  affected  by  four  distinct  factors: 
(1)  the  rate  of  return  being  earned  on  the  stocks,  bonds,  and  other  securi- 
ties in  which  the  endowed  funds  are  invested;  (2)  the  total  amount  of  the  en- 
dowment, with  changes  occurring  whenever  new  endowment  is  received  or 
funds  functioning  as  endowment  are  spent;  (3)  the  fact  that  not  all  current 
income  may  be  spent  in  a  particular  year  because  of  restrictions  imposed 
by  donors  or  for  other  reasons  (e.g. ,  an  endowed  chair  being  vacant);  and 
(4)  the  fact  that  (as  the  converse  of  (3))  some  funds  earned  in  prior  years 
and  not  spent  at  that  time  may  now  be  spent  in  the  particular  year  in  ques- 
tion.  As  a  practical  matter,  then,  these  complications  mean  that  the  ini- 
tial estimate  for  endowment  income  has  to  be  quite  provisional;  a  final  es- 
timate cannot  be  made  until  the  spending  plans  of  the  various  departments 
are  known.  And,  this  interaction  between  income  estimates  and  expendi- 
ture decisions  has  to  be  monitored  closely  because  the  amounts  involved 
can  be  significant. 

Estimates  for  uncontrollable  income  for  two  more  years  in  the 
future  were  made  as  part  of  the  preparation  of  the  Provisional  Plan.  As  in 
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the  case  of  estimating  this  income  for  the  budget  year,  most  of  the  projec- 
tions were  straightforward  extrapolations  based  on  past  experience  with 
modifications  for  current  trends.   The  one  exception  was  the  projection 
of  gifts  and  grants  (excluding  Annual  Giving), 

This  is  one  of  the  most  complex  --  as  well  as  important  —  esti- 
mates.  Because  a  number  of  important  grants  are  phasing  out  over  the 
next  few  years,  no  extrapol,ation  of  past  experience  could  be  used,    A  spe- 
cial study  had  to  be  made  of  the  rate  at  which  balances  in  various  accounts 
were  expected  to  be  drawn  down  and  of  the  likelihood  that  replacement 
funds  would  be  found.    Uncertainties  abound  in  work  of  this  kind,  and  in 
developing  our  provisional  plan  through  FY  74  we  made  a  number  of  alter- 
native estimates  in  an  effort  to  get  some  sense  of  boundary  conditions 
(see  pp.  171-173  and  Appendix  B  of  the  1971-72  Report  of  the  Priorities 
Committee). 

Making  Decisions  About  "Controllable  Income":  Tuition.       All  of 
the  elements  of  "controllable  income"  were  considered  by  the  Priorities 
Committee  along  with  proposals  regarding  expenditures.    The  question  of 
what  to  do  about  tuition  was  taken  up  at  one  of  our  earliest  meetings 
(October  15),  in  par-t  because  the  materials  needed  to  consider  this  topic 
were  already  fairly  well  in  hand  and  in  part  because  of  the  obvious  impor- 
tance of  any  recommendation  regarding  tuition  for  the  overall  income  of  the 
University  and  thus  for  the  expenditure  limits  that  would  have  to  be  applied 
in  considering  other  areas.    We  recognized  explicitly,  however,  that  what- 
ever recommendation  regarding  tuition  was  lar rived  at  in  mid-October  would 
be  provisional  and  subject  to  review,  along  with  everything  else,  at  the  end 
of  the  budget -making  process. 

The  subcommittee  which  had  studied  tuition  alternatives  presented 
as  much  information  as  it  could  obtain  about  the  plans  of  other  universities, 
particularly  Princeton's  closest  "competitors.  "  The  Committee  had  also 
had  the  benefit  of  the  crude  preliminary  projections  of  the  deficit  over  the 
next  several  years.    It  was  also  aware  that  the  tuition  fee  does  not  cover 
nearly  all  of  the  total  cost  of  a  Princeton  education.    With  these  factors  in 

^ ;v::v.^  :  •  V;  • 
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mind,  there  was  discussion  of  the  advantages  of  a  relatively  high  fee  on  the 
grounds  that  students  from  high- income  families  ought  to  pay  a  high  propor- 
tion of  the  cost  of  their  education.  On  the  other  hand,  there  were  concerns 
expressed  that  Princeton  might  —  given  a  very  large  tuition  increase  --be 
pricing  itself  out  of  the  market  for  some  students,  (The  various  consider- 
ations weighed  in  arriving  at  a  tuition  policy  are  described  at  much  greater 
length  in  the  1971-72  Report  of  the  Priorities  Committee,  See  pp.  190-193, 
Section  II, ) 

Having  considered  these  and  many  other  factors,  and  after  hearing 
the  views  of  the  student  members,  the  Committee  came  to  the  unanimotis 
conclusion  that  it  should  plan  on  recommending  a  tuition  increase  of  $300 
for  FY  72  (from  $2,  500  to  $2,  800),  and,  for  planning  purposes,  further  in- 
creases of  $200  in  each  of  the  next  two  years.   Later  on,  after  the  issues 
in  all  of  the  other  budget  areas  had  been  confronted,  and  more  information 
was  available  concerning  likely  tuition  rates  in  1971-72  at  other  institutions, 
the  tuition  recommendations  were  reviewed-    The  initial  proposal  of  a  $300 
increase  for  FY  72  was  endorsed,  and  the  provisional  increase  for  each  of 
the  two  years  beyond  FY  72  was  revised  upwards  to  $250,    This  latter  de- 
cision was  taken  in  the  belief  that  it  was  a  necessary  part  of  the  whole  pro- 
visional plan  for  FY  73  and  FY  74,  which  by  this  time  had  been  discussed 
in  detail. 

Housing  Rentals,  --The  analyses  presented  to  the  Committee  to  aid 
it  in  arriving  at  a  recommendation  for  faculty  and  staff  housing  rentals  illus- 
trate a  simple  but  important  principle  of  budgeting:  there  are  many  issues 
which  cannot  be  sensibly  considered  at  all  unless  the  income  and  expenditure 
sides  of  the  budget  are  brouj^t  together  into  a  single  analytical  framework. 

In  the  case  of  faculty  and  staff  housing,  we  had  to  consider  alternative 
levels  of  rental  income  in  the  light  of  the  expenses  —  direct  and  indirect  -- 
incurred  by  the  University  in  providing  the  housing.    This  was  so  because 
the  operating  deficit  now  being  incurred  was  seen  to  raise  a  real  question  of 
equity:  why  should  the  University  subsidize  housing  for  some,  but  not  all. 
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of  its  faculty  and  staff?   (There  is  insufficient  housing  t^b  meet  demand.  ) 
The  Committee's  recommendation  was  to  move  in  the  direction  of  eliminat- 
ing the  deficit  eventually  —  with  substantial  progress  hoped  for  in  the  three 
years  covered  by  the  provisional  plan.    We  did  not  think,  however,  that  it 
was  feasible  to  propose  an  across-the-board  rent  increase  of  more  than 
10%  in  FY  72,  together  with  selective  additional  increases  for  some  rental 
units  which  were  conspicuously  underpriced.    (See  pp.  200-201  of  the  1971-72 
Report  of  the  Priorities  Committee  for  more  detail  on  housing.  ) 

Other  "Controllable  Income".  —  This  heading  encompasses  a  wide 
variety  of  charges.   The  major  issues  regarding  Athletics  appeared  almost 
wholly  on  the  expenditure  side  of  the  budget,  although  the  Committee  did 
recommend  selective  increases  in  some  fees  (e.  g.,  for  yearly  ticket  books), 
and  the  imposition  of  some  new  ones  (e.  g.,  for  the  use  of  the  outdoor  tennis 
courts).    Most  of  the  income  to  Service  Departments  (with  the  exception  of 
the  Computer  Center)  is  from  other  University  departments.    While  fees  for 
duplicating  services,  use  of  the  machine  shops,  and  the  like  ought  to  reflect 
the  costs  of  providing  the  services  (as  a  means  of  "rationing"  them  and  of 
discouraging  excessive  use),  this  area  of  the  budget  really  presented  no 
significant  policy  issues.    And  as  mentioned  above,  room  and  board  charges 
will  be  discussed  at  some  length  later. 
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Budgeting  Expenditures:  Summary  Forms 

In  this  section,  we  will  describe  the  principal  standard  form 
(••Form  lO^^)  used  to  gather  and  summarize  expenditure  data  in  the  FY  72 
budget  process*   No  attempt  will  be  made  here  to  detail  the  substantive 
decision-making  process  for  expenditures.    Rather,  later  sections  will 
treat  several  major  budget  areas,  arid  the  1971-72  Report  of  the  Priorities 
Committee  itself  contains  considerably  more  detail  on  all  of  the  principal 
issues  dealt  with  in  the  budget  review. 

Form  10      illustrated  in  Table  3  for  a  specific  academic  depart- 
ment (Economics),  and  in  Table  4  for  a  specific  administrative  depart- 
ment (Planning,  Plant,  and  Properties)       served  several  purposes  in 
the  FY  72  budget  process: 

1.  Initially,  it  was  sent  out  to  all  departments  with  the  fig- 
ures for  FY  72  left  blank.    In  this  form  it  served  as  a  standardized 
presentation  of  a  variety  of  budgetary  data  for  the  last  completed  year 
and  for  the  current  year,  thus  allowing  chairmen  of  academic  departments 
and  of  departments  providing  supporting  services  to  see  at  a  glance  all  of 
the  actual  funds  expended  and  being  expended  directly  by  their  departments, 
broken  down  into  useful  categories/  (The  treatment  of  indirect  expenses, 
and  their  proration  among  direct  activities,  is  discussed  in  Section  IV. ) 

2.  It  served  as  the  form  on  which  department  chairmen 
summarized  their  budget  requests  for  the  following  year  (FY  72) 
except  that,  in  the  case  of  academic  departments,  faculty  manning  was 
handled  through  a  coordinated  set  of  forms  which  in  turn  generated  the 
entries  for  faculty  on  Form  10.    (The  faculty  manning  forms  are  shown 
in  the  next  section  of  this  report. ) 

3.  It  was  used  by  the  central  administration,  and  by  the 
Priorities  Committee  in  some  instances,  to  assist  in  reviewing  depart- 
mental requests.    In  the  main,  however,  this  form  was  not  important  in 
the  review  of  substantive  issues  because  of  its  highly  aggregated  nature. 
As  will  be  illustrated  in  later  sections  of  this  report,  the  review  of  sub- 
stantive issues  was  based  on  more  detailed  submissions  and  analyses. 
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often  of  a  programmatic  sort.   Form  10  served  the  reviewing  process 
mainly  as  a  check  on  the  consistency  and  completeness  of  dollar  estimates. 

4.    After  keypunching  all  the  relevant  information  on  the  form 
for  computer  processing,  it  was  used  to  combine  the  budget  requests  into 
the  categories  shown  earlier  on  the  overall  expenditure  summary  table 
(Table  2),  and  to  produce  a  Form  10  for  the  entire  University.  This 
"collecting"  and  "adding  up''  function  was  of  critical  importance  without 
it  we  could  not  have  generated  a  series  of  "trial"  budgets  as  quickly  and 
as  frequently  as  we  did. 

As  can  be  seen  from  the  accompanying  tables,  the  versions  of 
Form  10  for  academic  and  administrative  departments  are  identical.  In 
looking  at  Form  10,  the  first  thing  to  notice  is  that  the  numerical  data 
are  divided  into  three  main  vertical  sections,  one  for  each  of  the  three 
years  covered  by  the  table.    Within  each  of  these  sections  are  four 
columns:  .one  for  expenditures  from  the  University's  unrestricted  general 
funds  (including  some  professorships  charged  to  a  combination  of  endowed 
and  general  funds);  one  for  expenses  charged  to  endowed  funds,  special 
gifts,  and  other  University  restricted  funds;  one  for  direct  charges  to 
sponsored  projects;  and  one  totaling  the  first  three  columns. 

The  line  designations  are  mostly  self-explanatory,  although  some 
special  features  of  particular  lines  should  be  pointed  out.    The  general 
scheme  is  as  follows:  the  first  fourteen  lines  deal  with  salaries  of  each 
classification  of  Princeton's  employees,  the  next  line  shows  the  personnel 
benefits  related  to  those  salaries,  and  the  last  section  of  the  table  treats 
operating  (non-salary)  expenses.   The  reader  will  also  note  several  lines 
representing  totals  and  subtotals. 

Line  1  (faculty  -  academic  year)  is  derived  from  the  faculty 
manning  budget  forms  described  in  the  next  section.   It  may  be  of  interest 
here  to  point  out,  however,  that  this  line  includes  not  just  the  regular 
faculty,  but  also  portions  of  the  salaries  of  some  members  of  the  research 
and  administrative  staff  who  devote  part  of  their  time  to  teaching. 
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Line  2  (teaching  assistants).   These  are  graduate  student 
assistants  in  instruction. 

Line  3  (faculty  -  summer).   Since  Princeton  does  not  have  a 
summer  session,  our  faculty  are  paid  mainly  on  a  ten-month  basis.  How- 
ever, some  summer  salaries  are  paid  for  work  on  research  and  other 
special  projects.   (Note  that  nearly  all  summer  salaries  of  faculty  are 
charged  to  sponsored  projects  in  Table  3,  the  Form  10  for  the  Economics 
Department. ) 

Lines  6  and  7  (A/R's  academic  year  and  summer).   These  are 
graduate  students  who  are  being  supported  as  assistants  in  research 
mainly  on  sponsored  projects. 

Line  8  (supporting  staff)  is  subdivided  into  four  categories. 
"Administrative  staff"  is  self-explanatory.   "Office  staff"  refers  to  the 
secretarial  ranks.   "Lab  and  shop  bi-weekly"  also  includes  janitors, 
groundsmen,  food  service  workers,  guards,  and  the  like.  "Miscella- 
neous staff  and  special  pay"  is  mainly  part-time  and  temporary  help. 

Line  9  (student  wages)  covers  payments  for  specific  jobs  per- 
formed.   It  does  not  include  any  amounts  for  undergraduate  scholarships 
or  graduate  fellowships. 

Lines  11  and  12  (purchases  from  and  charges  to  other  depart- 
ments --  except  faculty  and  graduate  students).    Frequently,  one  depart- 
ment --in  carrying  out  its  mission  --  may  make  use  of  a  substantial 
part  of  the  time  of  a  staff  member  who  is  "home -based"  in  another 
department.    When  this  occurs,  the  benefiting  department  pays  a  portion 
of  the  staff  member's  salary  (equivalent  to  the  amount  of  time  "purchased"). 
In  this  way,  a  more  accurate  picture  is  presented  of  the  real  costs  of 
operating  each  department.   In  the  example  cited,  the  "purchasing" 
department  would  have  an  entry  on  line  11,  and  the  selling  department 
would  have  an  offsetting  entry  on  line  12. 

Line  13  (other  salaries,  sponsored  projects).    This  line  owes  its 
existence  to  the  fact  that  there  is  usually  a  difference  between  the  estimate 
of  total  salaries  to  be  paid  from  sponsored  projects  in  a  given  year,  on  the 
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one  hand^  and  the  annual  salaries  of  {persons  actually  on  the  payroll  and 
charged  to  those  projects  at  any  given  point  in  time^  on  the  other  hand. 
Estimated  total  salaries  could  be  equal  to  or  more  than  the  actual  at  any 
pointy  but  never  less.   (If  the  actual  exceeded  the  estimate^  it  would  be 
time  to  amend  the  estimate!)  Any  difference  between  the  two  measures 
whether  due  to  hirings  planned  for  later  in  the  year  or  whatever  other 
cause      would  appear  on  line  13, 

Line  15  (personnel  benefits)  is  a  formula  calculation  (14%  of  non- 
student  salaries  at  the  time  the  accompanying  tables  were  prepared) 
intended  to  approximate  the  actual  total  cost,  in  any  given  year,  of  social 
security,  retirement,  and  other  benefits. 

Lines  17  and  18  (computer  charges  and  other  operating  expenses) 
together  encompass  all  other  expenditures  made  directly  by  each  depart- 
ment. Computer  costs  are  shown  separately  because  they  are  intra- 
university. charges;  amounts  on  the  Form  10  line  17  of  each  department 
also  count  as. income  to  the  Computer  Center  and  the  administrative  data 
processing  department. 

The  computer  program  which  produces  Form  10  permits  aggre- 
gation of  several  (or  all)  departments  to  produce  Form  lO's  for  groupings 
of  departments  and  for  the  University  as  a  whole.   As  noted  above,  this 
critically  important  attribute  of  the  system  makes  it  quite  simple  to  trans- 
late from  the  computer  printout  for  an  individual  department  to  a  summary 
for,  say,  all  offices  reporting  to  the  General  Manager  of  Planning,  Plant, 
and  Properties,  to  the  summary  expenditure  format  for  the  University  as 
a  whole  (Table  2).   Thus,  there  is  a  semi-aggregated  Form  10  backing  up 
each  of  the  lines  of  that  table  (Special  Academic  Programs,  General 
Administration,  etc. ),  and  a  fully  aggregated  Form  10  corresponding  to 
the  total  shown  on  Table  2  (except  that  contingencies,  salary  increases, 
and  allowances  for  unfilled  positions  have  to  be  added  in).   Form  10,  then, 
serves  as  the  primary  instrument  of  organization  for  all  of  the  expenditure 
data  considered  in  the  budget-making  process. 
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Budgeting  in  Specific  Areas:  Faculty  Manning^^ 

Budgeting  for  faculty  positions  has  proved  to  be  by  far  the  most 
complex  aspect  of  the  entire  process  of  budgeting  and  planning.  The  com- 
plexity is  in  part  inherent  in  the  naturei  of  faculty  appointments,  methods 
of  compensation,  and  work  schedules,  as  well  as  in  the  nature  of  depart- 
mental organization.   Faculty  members  are  appointed  for  varying  periods 
of  time,  tenure  decisions  are  related  to  both  rank  and  period  of  service, 
some  salaries  are  charged  in  part  to  sponsored  research  accounts  or  to 
restricted  endowments  as  well  as  to  general  funds,  leaves  of  absence 
must  be  planned  for  and  may  or  may  not  entail  salary  payments  from  the 
institution,  faculty  members  are  grouped  into  a  large  number  of  depart- 
ments with  chairmen  who  may  or  may  not  be  good  administrators,  they 
perform  a  wide  variety  of  teaching  and  administrative  duties,  at  both 
undergraduate  and  graduate  levels,  some  of  which  may  take  place  out  of 
their  "home*'  departments  as  well  as  in  them. 

The  above  factors  alone  would  be  sufficient  to  require  a  systematic 
and,  inevitably,  complex  method  of  budgeting  and  accounting  for  fatuity 
time.   In  addition,  however,  particular  care  must  be  given  to  faculty 
manning  because  of  the  central  role  played  by  faculty  in  a  university. 
This  is  true  from  a  pitrely  financial  standpoint.   The  faculty  salary  bill 
tends  to  be  the  largest  single  item  of  expense,  and  decisions  to  increase 
or  reduce  the  size  of  the  faculty  have  pronounced  effects  on  almost  every 
other  item  of  expense/ 

Even  more  important  is  the  fact  that  bad  decisions  regarding 
faculty  manning  probably  can  do  more  lasting  harm  to  the  quality  of  the  - 
university  than  bad  decisions  of  any  other  kind.   The  composition  of  the 
faculty  is  of  primary  importance  in  determining  the  educational  quality 


—  Parts  of  this  section  were  drafted  by  James  Litvack,  Assistant 
Dean  ol  the  Faculty. 
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of  the  university  as  a  whole*    Moreover,  faculty  members  in  one  disci- 
pliae  (or  even  in  a  particular  field  within  a  discipline)  are  npt  substitutable 
for  other  faculty  members*    Accordingly,  it  is  not  sufficient  simply  to 
budget  for  approximately  the  "right"  total  number  and  quality  of  faculty; 
the  distribution  by  departmepit,  and  by  function  and  by  specialty  within 
departments,  must  also  be  consistent  with  educational  and  research  goals* 
Faculty  morale  matters  enormously,  and  departments  are  often  so  deli- 
cately balanced  that  the  elimination  of  even  one  position  can  make  a  great 
difference  to  the  general  tone  of  the  enterprise  as  well  as  to  the  teaching 
and  research  effort*    Consequently,  faculty  budgeting  must  be  done  at  a 
very  fine  level  of  detail  and  on  the  basis  of  a  great  deal  of  qualitative  as 
well  as  quantitative  information. 

All  of  these  considerations  argued  strongly  for  paying  special  atten- 
tion to  faculty  manning  at  the  outset  of  our  efforts  to  improve  the  budgeting 
process  ajt  Princeton.   Accordingly,  we  devoted  most  of  the  first  six 
months  of  this  demonstration  project  to  devising  a  series  of  forms  for 
analyzing  faculty  positions*    Samples  of  each  of  these  forms,  along  with 
brief  descriptions,  are  presented  immediately  below.   Next,  we  discuss 
the  way  the  forms  were  used  in  developing  the  budget  for  FY  72,  first  in 
general  terms  and  then  in  terms  of  the  particular  department  to  which  the 
sample  forms  pertain  (Economics). 

It  should  be  noted  that  the  (comparative)  order  and  ease  of  analysis 
achieved  through  the  use  of  these  forms  is  the  result  of  a  fairly  involved 
data  collection  and  programming  procedure*    Information  approximately 
700  faculty  members  must  be  gathered  from  thirty -five  department  chair- 
men, as  well  as  from  central  sources,  in  a  manner  that  makes  it  consis- 
tent with  information  from  the  payroll  computer  program.   Any  college  or 
university  instituting  a  system  of  this  general  kind  must  anticipate  some 
time-consuming  and  frustrating  experiences,  as  trial  and  error  show  the 
best  way  to  ask  for  and  assemble  information  in  the  particular  setting. 
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The  Basic  Faculty  Manning  Form8>       Listed  below  are  the 

principal  forms  (one  set  for  each  academic  department,  with  the  exception 

of  Form  8,  which  is  a  general  summary  form); 

Form  1:      Faculty  Budget,  By  Individual,  Actual  FY  70 
(the  year  just  completed). 

Form  2:      Faculty  Budget,  By  Individual,  Budgeted  FY  71 
(the  current  year). 

Form  3A:    Requested  Faculty  Budget,  By  Individual, 
Projected  FY  72  (the  budget  year). 

Form  5A:    Faculty  Salary  Summary,  Totals  by  Rank, 
Actual  FY  70. 

Form  5B:    Faculty  Salary  Summary,  Totals  by  Rank, 
Budgeted  FY  71. 

Form  5D:    Faculty  Salary  Summary,  Totals  by  Rank, 
Projected  FY  72. 

Form  6:      Teaching  Statistics,  FY»s  66  through  70  (Actual), 
FY  71  (Estimated),  FY  72  (Projected). 

Form  7:      Departmental  Statistics  on  Teaching  Costs  and 
Manpower,  FY*s  67  through  70  (Actual), 
FY  71  (Estimated),  FY  72  (Projected). 

Form  8:      Departmental  Faculty  Staffing  and  Salary  Analysis, 
FY  71  (Budgeted)  and  FY  72  (Requested). 

The  gaps  in  the  numbering  system  are  of  no  consequence;  they 
represent  extra  forms  tried  out  in  earlier  years  and  discarded  as  not 
worth  the  effort. 

Forms  1,  2,  and  3A  show  faculty  budget  information  for  each 
individual,  by  rank,  for  each  department.   Forms  5A,  5B,  and  5D  sum- 
marize by  rank,  for  each  department,  division,  and  the  University  as  a 
whole,  a  variety  of  faculty  salary  totals  from  the  data  for  individuals 
found  on  Forms  1,  2,  and  3 A.   Form  6  shows  the  demands  of  the  depart- 
ment's instructional  program  in  terms  of  numbers  of  courses  to  be  taught 
at  various  levels,  numbers  of  students  involved  in  thiise  courses,  numbers 
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of  faculty  course  contact  hours  to  be  spent  on  these  courses,  and  the 
numbers  of  departmental  students  to  be  supervised.    Form  6  presents 
these  numbers  for  each  department  for  the  five  preceding  years,  along 
with  estimates  for  the  current  year  and  projections  for  the  budget  year. 
Form  7  relates  the  demands  made  on  each  department's  faculty  in  terms 
of  enrollments,  supervision,  and  administration  to  dollars  and  full-time 
equivalents  (FTE's)  on  the  teaching  budget.  And  finally  Form  8  is  a 
general  summary  of  continuing  and  new  faculty  salaries  by  department. 

Forms  3A,  5A,  5B,  5D,  6,  7,  and  8  for  the  Economics  Department 
(our  illustrative  case)  are  reproduced  on  the  following  pages  as  Tables  5 
through  11.   Forms  1  and  2  are  identical  to  Form  3A  in  format,  referring 
to  the  past  year  and  the  current  year  respectively,  and  are  not  reproduced. 
(Since  individual  salaries  are  confidential  at  Princeton,  names  and  other 
identifying  characteristics  --  fields  of  specialization  and  retirement 
dates      have  been  blanked  out.   As  a  further  aid  to  confidentiality, 
salaries  and  charges  have  been  juggled  among  individuals,  but  all  other 
data  --  including  the  totals  for  each  rank,  which  need  to  be  consistent  with 
the  data  in  Form  5D      are  shown  as  they  appeared,  on  the  actual  forms. ) 

A  detailed  description  of  these  forms  is  found  in  Appendix  B. 

The  Faculty  Budgeting  Process  in  General.  --  We  are  now  ready 
for  a  few  comments  concerning  the  general  nature  of  the  faculty  budgeting 
process. 

The  faculty  manning  part  of  the  budget  process  requires  that  three 
decisions  be  made  for  each  department.   First,  the  number  of  new 
appointments  must  be  decided.    This  involves  acting  on  requests  for  new 
positions  and  deciding  whether  positions  about  to  be  vacated  maybe  filled 
by  replacements  or  are  to  be  left  vacant.   Second,  the  distribution  of 
positions  among  the  ranks  must  be  considered.    In  particular,  this 
involves  decisions  concerning  the  availability  of  tenure  positions  for 
individuals  whom  departments  wish  to  promote  and  decisions  concerning 
the  level  at  which  vacant  positions  may  be  filled.   Finally,  leaves  of 


I 


p  ^ 


I 
i 


CO 

p 


1. 


t 
(0 

>u 

UJ 

o 
z 

q: 

Q. 


"5 


< 

a. 


8888888888 
8  ^ 


8  8 


8  8 


8  £ 

 CM 


lA 


S 


o 

lA 


8 


I 


§8888888888 


8: 


CM    CO    ^     UN    VO  \  >-  *  <b'.o\  ,o 


59 


-  60  - 


8^ 
II 


i 


o 


CO 

p 


I 

o 


ii 


SI: 
2  i 


It 

<. 

flL 


8  S  8   8  8  8  8 

S   ^  g    g  g  g  g 

•  ■    g  B  B  I 

8  8  8  8 


8 


8 


0\  0\ 

o  o 


o 


CVJ 


•VO 


o 


H 


CM  Ol 

Si  ^ 


UMf\ 


H      H  H 


lA      ir\      lf\  . 

9.    9.  9. 


^    &    ^  6S 

ed  8i  S> 


i 


"TO" 


15" 


00  oo 
ir\     ir\  S- 
^    J"     o  ■ 


ON 


Sn     ^     ^  ^ 

-d-    o  m 


CM  CO 


8  ^  ^  ^K?  ^ 
»  ^  S  8  g 

H  H      H  f*- 


8  8     8  8 


H      H      H  H 


H     H     <n     ^  ir\ 
i-l      f-l      H      H  <n 
H 


8  8  8   8  8  8  8 

H      H      H       H      H      H  H 


s      a;  s  5  ss 


8   8  8  8  8 

H      H      H  H 


>H         >H  >H 

_<__<_< 


^        ^        &  I 


R  R  8 

lA 


E5  5^ 


8  8   8  8 

H    H     cO  m 


5  ss 


CO 


^  !£}  :S   Eh  ^3  2?  8  .    Id-  aV  W^ 


1^ 

Si! 

Ii 


lA 


COl 


2< 

Si  ^ 
VO 

 ^ 


I 


E5 


-  62  - 


i 

I 


(0 

IS  I 

0,3  2  S 

E 

Q. 


5 


o\  

o:  r 

i  ^ 



< 

u 

hi  • 
Q.I  * 
U  « 
O 


bJ 

E 
< 
J 
< 

J 
< 


o 


•  w 
X  O 

is 


8;: 


UO 


o 


VO 


UN 


GO 

m 
cn 


s 


ON 


ITN  ON 

h-  IfN 

•  • 

•:t  vp 


8( 


O      H      gk  0^ 

5n    H     8  m 

H     o     05  ^. 


!^  R  3  Sh 


h-  GO 


^  8 

ITN      OJ      ^  ^ 

g   »  f 


jo 


S 


GO 


CVJ 


ON     GO       ON  G^ 

I  1 


O  crj  ^  tw 

ITN  GO  GO  H 

•  •  •  • 

^  CM  H  H 


S  S 


8 


§  -  jd  I 


Q 


R  «^  R  R 

VO  VO  vp 

3      3  I- 


ON      h-      ON  ON 


8  S 
3  ^ 


S   d   8  § 


8 


CM 

m 


5  ^ 


GO 

m 
cn 
VO 


Cn  Cn 

cn  m 

VQ  VO 


»  t  ^ 


I 


Ay.-.  ' 


I" 


CJ    •  <n     ^  VD 


68 


CO     On  O 


I 
i 

I 


1 


CVJ 

•  I. 


2o> 

H  H  W 


5^  1^ 


O  ' 


si 


o 


CM 
O 


^  ^  A 


VO 


8 


^  id  S 


CM 

CM 

• 

H 

• 

ON 
H 

<6 

16077 

ON 

1 

H 

-t 
H 

H 

S  S  i;^ 

•        •       •  • 

VO       H      ON  H 


VO 
US 


8 


S  € 


S 


»  R  3 
^  <3  R  R 
»  d 


ir\  oj 
tn  CM 

§  I 


»  3 


s  ^  ^ 


8   8  8  I7(  S  8 

•        •       •       •        •  • 

rj     CM    rn    H  '  (n  (n 


17177 

J? 

I7( 
o 

• 

s 

30.51 

VO 


3     iri  _ 

«  «  d 

M     t-  tn 


^  § 


^  (A 


Sn 


R  S  R  R 


^  "ft 

VO 


5     5  5 


VO 


UN    <n    tf\  tf\ 


I  ^  I 


I 


65 


ON 


8i  g  S 


ir\vQ 


t*-  UN 


8  ^  ^-^Srt  ?&°?S 


O 

H 

o 

CO 

is 


A9 
< 


6 


9) 


!«8 


GO 
+ 


H    oj    rn    in  NO ;  t^oo  o\    g  H  ; 


m 

H 

M 
< 
A 

O 
PC 
H 


•  •  •  • 


•  •  •  • 


•  •  •  • 


^  H  W 


+ 

3^. 


8^1 
III 


»^  Pg  H  « 
2  O 


+ 


WW 


ii  I 

-J       •  • 


I 
I 


1  i4D 


no 


8S 


<  < 


66  - 


•  •  •  • 


CO  fOVO  O 


o  o 


•   •  •  « 


»v>CO 


vO  Ox  if\  • 


^  if\CO 
O  fO  • 
t   •   •  ^ 
H  H  H  «H 


H  trW  ON 

^  O  <n  • 
t  •  •  <o 

H  H  H  H 


cv.  ! 
r-  ! 
ox  ! 


H  I 


I 

HI 


.9^ 


O  O 


•   •  •  • 

GO  CVJ  GO  OO 
H  H 


CO  NO 


•  •  •  o 


J^CD 


H  ! 


0\  I 


O  I 

r-  I 
ox  ! 


35  oounOvos 

H  CVI  H  r-l 


•    •    •  • 


C^l       •    •    «  • 

gil     UN^  CM  jO 

«i    H  <no  H 


O   I  VO  ^  UN 


CO  D9  D9  09 

^^^^^^^^^^ 


S.S. 


i3 


0) 


&i 

H 

CO 

> 
H 


O 
&« 
M 
O 

H 


72 


8U\ 


o  o    ^  ^     (no  o 

H  H  <VI  H  H 


60    ^  ^    !no  o 

•    •       00         •    «  • 


UNO  0\IAQ 


00     oo-d- J- 


00  CVI 

- 


O  v\ 


00  O  ITv 


00 


CM  roC 


W  <R     3  CO      HCD  cJ 


-  67  - 


■  J 
ij 

q>vo 
vo  h- 
•  • 

•  • 

UN  (AO 
•    •  • 

}' 

UMfN 
H  H 

CVI  (Ti 

VOGO  0\ 
H  H  H 

•  • 

•  • 

CVI  fO 

'^^^ 

i 

i 

CO  CO 

i 

t 

•  68 


absence  must  be  considered  at  least  at  a  rough  level  of  approximation. 
These  include  not  only  leaves  paid  by  Princeton  but  leaves  without  pay. 

Forms  1^  2,  and  3A  are  designed  to  show  all  of  the  above.  In  mid- 
September  each  chairman  receives  Forms  1  and  2  for  the  past  and  current 
years  and  a  version  of  Form  3 A  for  the  budget  year  which  simply  repeats 
the  basic  data  for  continuing  faculty.   At  the  same  time  the  chairmen 
receive  Forms  5A  and  5B,  giving  summary  data  for  the  past  and  current 
years;  Form  6,  givin^  information  on  trends  in  enrollment;  and  a  state- 
ment from  the  Provost  concerning  the  overall  financial  situation  and 
budget  guidelines  for  the  coming  year.    The  chairmen  are  asked  to  com- 
plete Form  3A,  correcting  any  parts  of  the  salary  file  that  are  incorrect 
and  indicating  their  proposals  for  the  coming  fiscal  year.   As  noted  above, 
they  are  also  asked  to  indicate  any  major  respects  in  which  they  believe 
the  enrollment  projections  on  Form  6  to  be  in  error.    Finally,  chairmen 
are  asked. to  return  a  completed  version  of  Form  10,  showing  proposals 
for  all  purposes  other  than  academic  year  faculty  salaries,  and  to  submit 
a  memorandum  providing  the  rationale  for  the  entire  set  of  proposals.—^ 

By  mid -October  all  the  returns  have  been  processed  and  a  printed 
statement  of  what  departmental  chairmen  have  submitted  is  available  to 
the  Dean  of  the  Faculty  (as  Form  3 A,  shown  earlier).    By  requiring 
chairmen  to  submit  their  requests  within  the  format  of  Form  3 A,  this 
procedure  has  the  advantage  of  forcing  more  or  less  simultaneous  consid- 
eration of  all  the  decisions  that  must  be  made  with  respect  to  the  depart- 
ment as  a  whole  and  the  individual  members.   The  Dean  of  the  Faculty 
also  has  available  at  this  time  the  machine-processed  version  of  Form  5D, 


—    Chairmen  are  not  asked  to  return  Form  5D,  summarizing  requests 
for  the  coming  year,  since  completing  Form  5D  involves  primarily  the 
mechanical  adding  up  of  various  entries  on  3A,  and  this  can  be  done  more 
accurately  and  easily  by  computer.   Similarly,  the  entry  on  Form  10  for 
academic  year  faculty  salaries  is  calculated  by  computer. 
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which  summarizes  departmental  proposals  by  rank  and  shows  the  proposed 
distribution  of  salary  cost  among  general  funds,  restricted  and  contract 
funds,  charges  to  other  departments,  and  leaves.  Totals  for  divisions  and 
the  University  as  a  whole  are  also  provided.   In  addition,  the  Dean  of  the 
Faculty  has  Form  8,  which  summarizes  differences  between  the  current 
year  and  the  requests  for  the  budget  year. 

The  Dean  of  the  Faculty»s  office  then  evaluates  each  department's 
requests  primarily  on  their  own  merit  but  also  taking  into  account  the 
totals  requested  and  the  degree  to  which  these  totals  exceed  what  seems 
reasonable  for  the  University  at  that  time.   The  criteria  used  are  many 
and  naturally  differ  depending  on  the  type  of  decision  to  be  made;.  One 
important  feature  of  the  process  is  that  the  procedures  which  lead  to 
requests  also  generate  a  body  of  information  sufficient  to  evaluate  them. 

The  major  decision  to  be  made,  of  course,  is  the  number  of 
positions  to  be  authorized.  Form  6  provides  information  on  past,  current, 
and  projected  enrollments  and  the  number  of  courses  offered  on  the 
graduate  and  undergraduate  level.  It  also  includes  information  on  the 
number  of  majors  in  a  department,  thesis  advising  to  be  done,  etc, ; 
teaching  hours  (and  instructional  cost)  per  FTE  student  are  shown  on 
Form  7,    Sharp  changes  that  v/ould  result  from  granting  requests  aie 
easily  seen,  as  well  as  those  departments  out  of  line  with  the  University 
or  divisional  averages,  .  For  fuller  information  about  particular  courses 
and  particular  faculty,  the  Course  and  Faculty  Schedule  Information 
System  (CAFSIS)  can  be  consulted  (CAFSIS  is  described  in  Appendix  C  of 
this  report).  No  set  formulas  for  agreeing  to  or  rejecting  requests  are 
used,  but  a  wide  range  of  information  on  manpower  and  dollar  costs 
relative  to  the  need  created  by  student  enrollment  is  available  for  the  Dean 
of  the  Faculty  to  consider. 

Also  important  in  evaluating  total  manning  requests  by  department 
is  the  recent  histbry  of  the  department  and  whether  it  is  one  that  the 
University  has  been  trying  to  build  up  or  whether  it  is  one  that  has  been 
contracting.  Forms  1  and  2  (and  their  summaries  in  Forms  5A  and  5B) 
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provide  information  identical  to  that  in  Forms  3A  and  5D  for  the  current 
year  and  the  previous  year.   Form  8  provides  a  helpful  summary  of  the 
three  year  period.   In  addition,  the  Dean  of  the  Faculty  maintains  his  own 
files  concerning  trends  in  departmental  manning  which  go  back  farther  in 
time. 

Coverage  in  terms  of  fields  of  specialization  is  another  consider- 
ation of  crucial  importance.   It  is  also  the  one  that  is  least  susceptible  to 
quantitative  analysis.   A  department  must  be  sufficiently  broad  that  it  can 
reasonably  cover  its  subject  at  graduate  as  well  as  undergraduate  levels. 
At  a  university  as  relatively  small  as  Princeton,  it  is  impossible  to  cover 
all  aspects  of  a  subject,  so  breadth  cannot  be  unlimited.   On  the  other 
hand,  some  areas  of  a  subject  are  crucial  enough  and  multifaceted  enough 
to  require  even  more  than  two  or  three  people  in  the  area.  Proper 
coverage,  then,  is  a  matter  of  continuous  discussion  within  departments 
and  between  departments  and  the  central  administration.   The  presence 
of  this  factor  is  one  of  the  chief  reasons  why  a  formula  relationship 
between  enrollments  and  faculty  manpower  is  never  a  sufficient  basis  for 
evaluation,  in  and  of  itself. 

Th?  distribution  between  taiured  and  non-tenured  positions  and  the 
retirement  pattern  within  the  tenured  ranks  are  critically  important  for  the 
long  run  health  of  a  department  and  the  University  and,  accordingly, 
receive  a  great  deal  of  consideration  in  the  reviewing  process.   Top  high 
a  tenure  ratio  robs  a  department  of  the  vitality  young  faculty  bring  and 
also  prevents  a  department  from  considering  bright  young  scholars  on 
whom  the  future  of  the  department  will  depend.    Too  low  a  tenure  ratio,  on 
the  other  hand,  will  rob  the  University  of  the  recognized  scholars  who  are 
so  important  in  their  own  right  to  both  the  scholarly  and  teaching  missions 
of  the  University,  and  whose  presence  also  facilitates  the  recruitment  of 
bright  young  faculty  who  are  attracted  to  the  best  men  in  their  field. 
Form  3A?s  explicit  presentation  of  tenured  versus  non-tenured  positions 
as  well  as  retirement  dates  for  all  faculty  is  consequently  quite  important. 
In  budgeting  for  1971-72,  with  the  objective  of  reducing  cost  a:s  much  as 


possible^  great  care  had  to  be  taken  to  avoid  taking  the  easy  route  of 
making  all  cuts  possible  immediately^  as  this  would  have  meant  a  sharp 
rise  in  the  tenure  ratio*   This  same  concern  for  the  tenure  ratio,  as  well 
as  the  direct  cost-saving  aspect,  led  us  to  encourage  the  replacement  of 
departing  tenured  faculty  with  non-tenured  appointments  whenever  possible* 

Much  of  October  and  early  November  was  devoted  to  considering 
departmental  requests  in  light  of  the  information  and  criteria  discussed 
above*   Chairmen  took  the  opportunity  during  this  period  to  submit 
additional  material  germane  to  their  requests  by  memo  and  in  person* 
Preliminary  attitudes  of  the  Dean  of  the  Faculty  were  discussed  and 
preliminary  decisions  were  made*    On  matters  of  policy,  the  President 
and  Provost  were  consulted*    In  addition,!  the  views  of  members  of  the 
subcommittee  on  faculty  manning  of  the  Priorities  Committee  were  sought* 
In  November,  the  results  of  the  preliminary  conclusions  reached  by  the 
Dean  of  the  Faculty  were  presented  to  the  entire  Priorities  Committee* 
Tables  were  prepared  showing  in  detail  the  numbers  of  full<*time  equivalent 
faculty  proposed  for  each  department  and  associated  salary  cost  on  the 
basis  of:  (1)  total  faculty  in  each  department,  and  (2)  our  measure  of 
teaching  cost  which  adjusts  the  total  number  of  faculty  for  salaries 
charged  to  research  grants,  purchases  and  sales  from  other  departments, 
and  anticipated  leaves  without  pay*    Table  12  is  a  summary  ot  what  was 
presented  in  detail  for  each  department*    It  also  shows  the  degree  of 
budgetary  constraint  employed*— ^ 

As  can  be  seen  from  Table  12,  the  preliminary  decisions  arrived 
at  department  by  department  reduced  the  total  number  of  faculty  members 


V-    Special  sunmiaries  had  to  be  prepared  for  the  Priorities  Committee 
in  part  because  the  machine -processed  forms  are  too  cumbersome  for 
review  by  a  large  group  in  a  relatively  short  period  of  time*  ^  A^  since 
salaries  of  individuals  are  conifidential,  no  forms  containing  information  of 
this  kind  (e;  g* ,  Forms  1,  2,  and  3A)  could  be  shared  with  anyone  outside 
the  central  administration  and  the  departniental  chairmen* 
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Table  12 

Summary  of  Faculty  Budgeting  Proposals  for  FY  72 


Total  Faculty 
FTE's  $ 

Faculty  on 
Teaching  Budget 
FTE's  $ 

(l)Actuall969-70 

649. 76 

10, 076, 

457 

553.96 

8, 

579, 

730 

(2)Budgetedl970-71 

691.94 

11,088, 

837 

595. 12 

9, 

510, 

924 

(3)  Requested  1971 -72 

714. 74 

11,461, 

937 

631.03 

10, 

043, 

397 

(4)  Approved  1971 -72 

674. 35 

10, 947, 

017 

593.93 

9, 

568, 

778 

(4)  -  (3)  =  Cuts  in  Requests 

-40. 39 

-514, 

920 

-37.10 

•474, 

619 

(4)  -  (2)  =  Change  from  1970-71 

-17.59 

-141, 

820 

-1. 19 

57, 

854 

Table  13 

Explanation  of  Changes  from  1970-71  Budget 
to  Proposed  1971-72  Budget 

Faculty  on 
Total  Faculty  Teaching  Budget  " 

FTE's  $  FTE's  $ 

(1)  Total  Change  -17.  59        -141,820     -1.19  57,  854 

(2)  Net  Increases  that  Carry 

their  own  Funds  6.  40  _^     118,  881       7.  36         141,  198 

(3)  Net  Increases  due  to 

Prior  Commitments  5. 90         105,  500       3. 84  57, 000 

(4)  Remaining  Net  Change  -29. 89        -366,  201    -12.  39       -140,  344 
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significantly  and  the  teaching  manpower  slightly  in  the  face  of  an  expanding 
undergraduate  student. body.    (In  comparing  the  dollar  figures^  it  is  impor- 
tant to  remember  that  salary  increases  are  not  included  in  the  figures  for 
1971-72.) 

A  more  precise  picture  of  the  budget  recommendations  for  FY  72 
can  be  obtained  by  separating  from  the  total  those  changes  that  carried 
with  them  their  own  funds  or  represented  prior  comniitments.    This  is 
done  in  Table  13. 

Line  (4)  of  Table  13  shows  clearly  that  for  those  decisions  that 
affected  University  funds  and  that  had  not  been  made  previously,  the 
proposals  for  1971-72  represented  a  significant  reduction  from  1970-71: 
$140, 344  in  charges  to  the  teaching  budget.   The  $366,  201  change  in  total 
faculty  includes  as  well  changes  in  sponsored  projects  and  leaves  of 
absence  without  pay,  again  exclusive  of  salary  increases. 

After  a  full  discussion  within  the  Priorities  Committee,  the 
proposals  summarized  above  were  incorporated  within  the  larger  set  of 
budget  proposals  being  developed  by  the  Committee.   When  the  entire 
review  process  was  completed,  and  these  proposals  had  been  approved  by 
the  President,  an  "approved"  Form  3A  was  generated  and  returned  to 
each  department.   This  form  showed  explicitly  which  positions  were 
authorized  and  which  requests  had  had  to  be  denied.   The  approved 
Form  3A  was  accompanied  by  a  memo  from  the  Dean  of  the  Faculty 
explaining  the  decisions.   Also,  all  departmental  chairmen  received 
copies  of  the  Report  of  the  Priorities  Committee  for  distribution  to  their 
faculty  members.   The  section  on  faculty  manning  in  the  1971-72  Report 
of  the  Priorities  Committee  (pp.  202-207)  served  to  explain  further  the 
thinking  of  the  Committee  regarding  faculty  positions. 

When  they  received  their  approved  Form  3A'..s,  departments  began 
to  propose  candidates  to  fill  the  authorized  positions.   Of  course,  informal 
inquiries  and  recruiting  efforts  had  been  going  on  for  some  time,  but 
chairnien  had  been  asked  to  delay  making  any  formal  proposal s  for  appoint- 
ments or  reappointments  until  the  entire  set  of  faculty  manning  decisions 
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had  been  made*    The  procedure  for  filling  authorized  positions  is  entirely 
separate  from  the  procedure  for  obtaining  authorizations,  although  many 
of  the  same  administrative  officers  are  involved  in  both  operations*  Where 
the  authorized  positions  involve  the  reappointment  or  promotion  of  an 
assistant  professor  or  an  appointment  to  associate  or  full  professor,  the 
proposal  has  to  be  considered  by  the' Faculty  Advisory  Committee  on 
Appointments  and  Advancements  and  then  acted  on  by  the  President  or 
Provost*   In  considering  proposals,  this  Committee  is  concerned  with  the 
qualifications  of  the  individual;  it  takes  as  ••given''  the  need  for  the  position 
as  it  has  been  determined  by  the  budgetary  process*  Actually,  however, 
there  is  close  coordination  between  the  process  of  authorizing  positions 
and  the  process  of  filling  positions  since  the  Dean  of  the  Faculty,  the 
Provost,  and  the  President  participate  actively  in  both  sets  of  decisions* 

To  complete  the  general  account  of  the  faculty  manning  process,  some 
appeals  w^re  made  for  reconsideration  of  disapproved  requests  for  authori- 
zations, and  a  few  were  granted  on  the  basis  of  new  information  or  outside 
funding*   In  addition,  some  positions  were  vacated  due  to  unanticipated 
resignations,  and  replacement  decisions  had  to  be  made*   In  March,  how- 
ever, when  a  trial  balance  was  run,  the  manning  situation  was  within  1% 
of  the  summary  table  above.  Arrival  of  fall  enrollment  numbers  led  to 
a  few  more  requests,  mostly  for  Instructors,  and  recommendations  on 
these  requests  were  submitted  by  the  Dean  of  the  Faculty  to  the  Provost 
arid  President  for  final  approval.    By  that  time,  work  had  started  on  the 
FY  73  budget* 

Faculty  Budgeting  for  a  Particular  Department;  Economics*--  In 
order  to  see  more  concretely  the  types  of  decisions  that  must  be  niade  and 
the  uses  of  the  information  presented  on  the  major  forms,  we  have  decided 
to  add  a  few  comments  on  the  Economics  Department,  which  we  have  been 
using  for  illustrative  purposes  throu^out  this  section* 

The  requests  of  the  department  for  new  aippointments  are  clearly 
labeled  N140XX  on.  Form  3 A^  They  consist  of  a  replacement  for  a  Full 
Professor  who  retires,  two  new  Assistant  Professors,  replacement  of  a 
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part-time  Instructor  and  an  additional  Instructor,  and  a  part-time  Visiting 
Professor  who  would  replace  in  a  specialized  course  the  only  man  in  that 
field  (for  whom  leave  was  requested  that  year).    The  teaching  manpower  in 
Economics  is  also  affected  by  substantial  sales  to  and  from  other  depart- 
ments, especially  the  Woodrow  Wilson  School  of  Public  and  International 
Affairs. 

Forms  5A,  5B,  and  5D  provide  a  three -year  picture  of  the  manning 
situation.   Item  9H  on  Form  5A  shows  the  department's  faculty  was  29«  33 
in  1969-70;  item  9H  on  Form  5D  shows  that  this  number  would  fall  to  27.  51 
in  1971-72  if  all  requests  were  granted.   In  terms  of  persons  on  the 
teaching  budget,  however,  the  department's  manpower  rose  from  18.92 
in  1969-70  (item  lOL  on  Form  5A)  to  22,  50  in  1970-71  (item  lOL  on 
Form  5B)  and  would  be  22,04  in  1971-72  (item  lOL  on  Form  5D),  The 
main  source  of  this  difference  is  fairly  technical,  having  to  do  with 
changes  in  the  '*home  base"  of  certain  faculty  members,  among  other 
things,  and  this  is  not  the  place  to  explain  it  in  detail.    What  is  important 
to  note  is  that  simply  by  counting  heads  (number  of  FTE's  on  the  depart-  ' 
mental  budget)  one  would  feel  the  department  was  "tight, "  even  granting 
all  their  requests.   The  current  budget  system,  on  the  other  hand,  which 
is  designed  to  count  all  teaching  manpower  in  the  "teaching  budget" 
figures,  shows  that  in  fact  the  department  would  remain  substantially 
above  its  1869-701evel  if  all  its  requests  were  granted. 

The  decisions  for  this  particular  department  in  terms  of  specific 
requests  were  made  fairly  easily.   Form  6  showed  enrollments  had  risen; 
however,.  CAFSIS  showed  that  courses  in  the  department  usually  had  two 
lectures  and  one  class  (not  a  precept)  per  week.   Since  the  class  sizes 
(fifteen  to  twenty-two  students)  did  not  appear  to  be  excessively  large,  it 
was  felt  that  additional  enrollments  could  be  handled  by  existing  manpower 
in  slightly  larger  classes.   The  Instructors  requested  by  the  department 
were  to  be  used  in  the  introductory  courses  and  neither  was  granted,  as 
the  department  v^s  advised  to  use  graduate  student  Assistants  in  Instruction 
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should  enrollments  expand  in  these  courses.-    The  Visiting  Professor 
was  denied,  as  the  one  course  he  was  to  teach  was  not  a  prerequisite  and 
could  be  dropped  for  one  year  without  disrupting  any  student's  program. 
The  request  that  the  department  be  allowed  to  replace  the  retiring  holder 
of  the  Walker  Professorship,  on  the  other  hand,  raised  very  different 
issues.  The  holder  of  this  entlowed  chair  is  normally  also  the  Director 
of  the  prestigious  International  Finance  Section,  and  Princeton  has  had  a 
long  history  of  good  work  in  this  field.   A  search  had  begun  over  a  year 
before  and  it  was  believed  that  the  department  might  be  able  to  attract  an 
exceptionally  able  person.    For  this  combination  of  reasons,  approval  was 
given.   One  new  assistant  professorship  was  granted,  largely  due  to  an 
absence  of  full  coverage  in  the  particular  field.   The  other  assistant 
professorship  was  not  granted  since  two  replacement  appointments  were 
in  this  field,  and  with  the  other  faculty  already  here,  the  area  seemed 
well  staffed. 

In  all,  2. 51  FTE's  were  cut  from  the  department's  requests.  This 
left  Economics  slightly  above  its  1969-70  staffing  level,  with  an  increase 
commensurate  with  the  department*  s  increase  in  majors.   It  should  be 
noted  that  later  in  the  year  sui  Assistant  Professor  resigned  and  one  of  the 
Instructor  positions  was  then  authorized  as  a  replacement,  the  time  of 
year  being  too  late  to  permit  a  full  search  for  a  new' Assistant  Professor* 
Another  Assistant  Professor  left  during  the  budget  process  and  his 
replacement  at  that  rank  was  authorized. 

Two  requests  for  promotion  to  tenure  rank  are  shown  on  Form  3A. 
In  evaluating  these  requests,  two  factors  were  particularly  important. 
^  The  age  distribution  of  the  department  is  young  (only  one  retirement  in 


—    It  should  be  noted  that  the  Dean  of  the  Graiduate  School  .makes 
decisions  on  the  allocation  of  fellowships  after  the  distribution  of  Assis- 
tants in  Instruction  is  made.    This  coordination  ni^^  additional  use 
of  AI*  s  will  not  alter  materially  the  total  or  distribution  of  graduate 
student  support  in  the  University. 


the  1970's),  which  argues  against  the  request.    On  the  other  hand.  Form  5B 
showed  that  the  department  had  fallen  one  in  its  tenured  ranks  in  recent 
years  and  that  its  tenure  ratio  was  well  below  50%  while  the  University 
average  is  close  to  66%.   The  department  was  allowed  to  go  ahead  and  sub- 
mit papers  supporting  these  proposals.    As  noted  above,  the  final  deter- 
mination in  such  matters  is  in  the  hands  of  the  Faculty  Advisory  Committee 
on  Appointments  and  Advancements,  the  President,  and  the  Trustees,  who 
judge  the  qualifications  of  the  individuals.   At  this  juncture  the  issue  ws^s 
solely  the  distribution  of  positions  and  whether  the  proposals  could  be 
brought  before  the  Committee  on  Appointments  and  Advancements. 

_  Columns  M  and  N  of  Form  3 A  show  requests  for  leaves  of 
absence.   These  are  supplemented  by  statements  outlining  the  purposes 
of  the  leaves.    In  the  case  of  this  department,- almost  all  the  leaves  are 
junior  faculty  leaves.    Under  the  "l-in-6"  program,  each  assistant  pro- 
fessor is  entitled  to  a  term's  leave  with  pay  during  his  or  her  first 
appointment.    Based  on  the  number  of  tenured  faculty,  each  department 
is  also  given  a  quota  of  leaves  for  its  entire  faculty,  and  this  department 
had  proposed  two  leaves  --  which  is  within  quota.   The  general  pattern  of 
leaves,  then,  could  be  approved.  The  particular  requests,  however, 
could  only  be  acted  on  when  the  statement  of  purpose  by  each  individual 
was  received.   As  with  promotion,  the  key  issue  at  this  point  was  the 
totals  as  they  affected  the  manning  plan  for  FY  72,  not  the  cases  of  par- 
ticular individuals.  • 

At  this  point,  a  revised  Form      Avhich  eliminated  the  disapproved 
reque  sts  and  left  the  approved  .ones  was  returned  to  the  department,  along 
with  a  memo  from  the  Dean  of  the  Faculty  explaining  the  actions.  ^1 
positions  for  new  appointees  were  assigned  -  dummy**  payroll  numbers  so 
that  the  department,  the  Dean  of  the  Faculty,  and  the  Controller  could  keep 
track  of  them  in  a  straightforward  way. 

One  final  comment:  the  Dean  of  the  Faculty  must  be  careful  that 
the  budgeted  distribution  of  salaries  is >a^  tOi   In  this  department's 

case,  a  situation  dey  seen  oh 


Form  3 A,  a  portion  of  some  faculty  salaries  is  picked  up  by  sponsored 
projects*    Unfortunately,  the  project  grant  was  not  renewed  and  general  = 
funds  had  to  fill. the  gap*    This  was  not  serious  for  this  department,  as  the 
amount  was  small  and  no  new  appointments  or  positions  had  been  approved 
on  the  basis  of  outside  support.   In  general,  however,  it  is  important  to 
be  sure  that  a  department's  estimate  of  outside  support  is  realistic  before 
commitments  are  made*   This  is  one  respect  in  which  the  Dean  of  the  \ 
Faculty  has  only  limited  information  at  his  disposal  and  has  to  rely  on  I 
the  estimates  of  others*  ,\ 
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Budgeting  in  Specific  Areas; 
Undergraduate  Student  Aid 

The  section  of  the  1971-72  Report  of  the  Priorities  Committee 
dealing  with  undergraduate  student  aid  (pp.  229-236)  contains  a  detailed 
discussion  of  the  conclusions  reached  regarding  student  aid  and^of  the 
rationale  for  the  redommendations  advanced.   Here  we  attempt  to  supple- 
ment that  discussion  of  substance  by  describing  the  steps  involved  in 
arriving  at  the  recommendations  presented  in  the  Report. 

Preliminary  Analysis.  —  In  the  summer  preceding  the  fall  budget 
cycle  a  framework  was  developed  for  summarizing  the  various  pieces  of 
information  needed  to  evaluate  alternative  proposals  regarding  student  aid. 
At  the  same  time,  the  basic  data  were  collected  and  summarized  in  the 
form  required  for  further  analysis.    Then,  early  in  the  fall,  the  Office  of 
the  Dean  of  the  College  arid  the  Bureau  of  Student  Aid  were  asked  to  make 
a  series  of  detailed  calculations  showing  the  implications  of  a  variety  of 
alternative  proposals  for  the  University  budget  and  for  numbers  of  students 
^s^ted. 

The  best  way  to  illustrate  what  was  done  is  by  presenting  some  of 
the  basic  tables  used  in  the  work.    Tables  14,  15,  and  16  contain  the  under- 
lying data  on  enrollment  projections,  estimated  student  budgets  (i.  e. ,  the 
cost  of  attending  Princeton  to  the  student  and  his  family),  and  estimated 
sources  of  support  for  the  student  other  than  scholarships  (family  contri- 
butions, loans,  term  employment,  sunmier  earnings). 

As  can  be  seen,  all  of  these  tables  contain  data  for  Fiscal  Years  73 
and  74  as  well  as  72.   This  was  in  keeping  with  pur  general  approach 
toward  the  development  of  the-budget  for  FY  72  in  that  we  were  seeking  to 
make  recommendations  for  FY  72  in  the  context  of  a  provisional  plan 
extending  through  FY  74.   Moreover,  in  the  case  of  financial  aid  the  need 
for,  forward  planning  is  particularly  critical  because  of  what  are  really 
four -year  cpnmiitments  made  to  entering  freshmen. 
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The  enrollment  projections  (Table  14)  are  straightforward.  They 
show,  class  by  class,  the  implications  for  the  size  of  the  undergraduate  : 
body  of  the  initial  plan  for  coeducation  adopted  by  the  Trustees.-^ 

The  estimates  of  student  budgets  (Table  15)  show  our  best  guesses 
at  the  time  of  what  it  will  cost  the  typical  undergraduate  to  attend  Princeton 
in  each  year  through  FY  74.   The  projected  increases  in  tuition  and  room 
and  board  charges  shown  on  this  table  were  based  on  initial  assumptions; 
-as  has  already  been  noted  above,  we  subsequently  revised  our  provisional 
estimates  for  tuition  increases  in  FY's  73  and  74.   (The  differences  in 
expenses  in  a  given  year  for  juniors  and  seniors,  compared  with  fresh- 
men and  sophomores,  result  from  the  fact  that  many  upperclassmen  eat 
in  colleges  or  clubs  while  most  underclassmen  eat  in  Commons      a  set 
of  central  dining  halls. ) 

The  assumptions  concerning  ways  of  meeting  individual  student 
budgets  other  than  through  scholarships  (summarized  in  Table  16)  are 
extremely  important  because  it  is  the  difference  between  the  total  budget 
and  the  family  contribution  plus  "self-help"  (loans  plus  summer  work  plus 
term-time  work)  that  determines  scholarship  requirements.   The  current 
year's  base  for  family  contributions  comes  from  the  College  Scholarship 
Service  Needs  Analysis  as  adjusted  for  individual  students  enrolled  at 
Princeton.   Family  contributions  for  classes  already  enrolled  were 
assumed  to  grow  5%  per  year.   For  each  incoming  class  we  used  the 
average  family  contribution  for  the  current  year's  entering  class  inflated 
at  5%  per  year.    Summer  employment  and  term  employment  assumptions 


-    Subsequently  (in  the  spring  of  1971)  the  Trustees  adopted  arevised 
plan  which  called  for  larger  increases  in  the  student  body,  and  all  of  our 
calculations  pertaining  to  student  aid  were  revised  accordingly.  However, 
these  revisions  did  not  alter  the  basic  policies  adopted  in  the  fall  budget 
process  and  to  have  included  this  revised  figures  with^'the  original  calcu- 
lations here  would  have  complicated  the  presentation  without  adding  any- 
thing of  substance. 
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were  based  on  recent  experience  at  Princeton.   The  initial  lokn  assump- 
tions were  based  on  a  combination  of  past  experience  and  a  feeling  that 
this  component  should  increase  somewhat. 

Table  16  distinguishes  between:  (a)  "disadvantaged"  and  (b) 
"other"  students  needing  financial  aid.  The  disadvantaged  category  in- 
eludes  all  students  from  families  with  incomes  below  $7>  500  (with  some 
adjustments  for  family  size  and  other  variables).    We  prepared  separate 
estimates  for  this  group  because:  (1)  the  University  has  been  committed 
to  a  special  effort. to  enroll  disadvantaged  students;  (2)  this  group  is 
eligible  for  special  governmental  programs;  and  (3)  the  circumstances 
of  the  families  in  this  category  differ  so  much  from  the  circumstances  of 
many  other  families  of  students  needing  financial  aid  that  different 
assumptions  were  made  concerning  loans  and  summer  savings  as  well  as 
fainily  dbntributions.   The  average  scholarship  is,  of  course,  much 
higher  for  the  disadvantaged  group  and  the  number  of  students  in  this 
category  has  a  considerable  effect  on  the  total  scholarship  budget.  For 
all  of  these  reasons  we  found  it  helpful  to  divide  students  intp  "disadvan- 
taged"  and  "other"  in  analyzing  undergraduate  student  aid.    (It  should  be 
emphasized  that  the  figures  given  in  this  table  and  all  subsequent  tables 
for  "disadvantaged"  and  "other"  are  averages  for  all  students  needing 
financial  aid. )  s 

The  background  information  contained  in  Tables  14-16  was  used  to 
calculate  the  implications  of  an  initial  series  of  alternative  approaches  to 
student  aid  oyer  the  period  FY  72  througji  FY  74.    The  alternatives 
specified  for  this  initial  analysis  were  of  two  types:  one  set  of  alternative 
started  with  assumptions  about  the  percentages  of  "disadvantaged"  and 
"other"  students  oh  financial  aid  who  would  be  enrolled  in  the  entering 
class  and  derived  the  amd^  needed;  the  other  set 

of  alterhatives  started  with  assuna         about  the  amount  of  scholarship 
money  that  would  be  ay  derived  combinations  of  percentages  of 

disadvantaged  and  other  stu<ter^  under 
the  doUai^^^^^  exercise  are  sunimarized  in 
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Table  18  is  one  of  the  set  of  twenty-one  worksheets  used  to  derive 
the  figures  shown  on  Table  17.    A  separate  worksheet  was  prepared  for 
each  of  the  seven  alternatives  for  each  of  the  three  fiscal  years  under  study. 
This  particular  worksheet  contains  the  calculations  behind  "Alternative  I" 
for  FY  72  --  yrhich  started  with  the  assumption  that  the  entering  class  in 
each  year  from  1971-72  through  1973-74  would  contain  10%  economically 
disadvantaged  students  and  42%  other  students  on  scholarship  and  then 
die  rived  the  financial  implications.    (This  was  labeled  the  "current  plan" 
because  it  corresponded  roughly  to  what  had  been  done  the  previous  year 
(FY  71),  with  the  difference  that  the  percent  of  "other"  students  on 
scholarship  was  39%  in  FY  71. )  -  The  first  step  in  completing  this  work- 
sheet (and  the  comparable  worksheets  for  all  of  the  other  alternatives  for 

*  each  of  the  three  fiscal  years  under  consideration)  was  to  calculate  the 
amount  of  scholarship  funds  needed  over  the 'next  three  years  for  students 
already  enrolled.    Everyone  was  agreed  that  the  needs  of  this  group 
represented  the  first  claim  on  our  resources.    The  scholarship  funds  for 
FY  72  needed  by  the  current  year's  freshman,  sophomore,  and  junior 
classes  were  calculated  directly  as  the  difference  between  the  total  student 
budget  (Table  15)  and  the  total  of  non-scholarship  items  helping  to  meet 
the  student  budget  (Table  16),  multiplied  by  the  enrollment  figures  for  the 
categories.   We  assumed  that  the  percentages  of  "disadvantaged"  and 
"other"  students  oh  scholarship  in  each  class  remained  constant  as  that 
class  progressed  through  the  University,  but  we  did"  allow  for  general 
attrition  and  transfers  as  reflected  in  the  enrollment  figures  in  Table  14. 
After  calculating  the  scholarship  amount  for  students  already  enrolled, 

.  the  amount  that  would  be  needed  for  the  entering  class  was  calculated 
analogously. 

•  In  transferring  the  results  for  each  alternative  in  each  fiscal  year 
from  a.  worksheet  to  Table  17,  an  additional  programmatic  calculation 
was  made :  the  Director  of  the  Bureau  of  Student  Aid'-estimated  for  each 
entering  class  the  nu^^^^^  normally  qualify 

for  studeiit  aid  but  ^f^  would  be  available  b^^ 
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Table  17 
Undergraduate  Financial  Aid 
Implications  of  Alternative  Plans 
FY  69  to  FY  74 


ALTERNATIVE  I  -  (Current  Plan) 
Entering  Class 

%  Disadvantaged  in  Class 

%  ''Other*'  on  Scholarship 

Scholarship  Need  Stds.  not  Offer.  Scholarships 

Scholarships  -  All  Classes  ($  Thousands) 
Total  Scholarships 
General  Funds  Required 


FY  69  FY  70  FY  71  FY  72  FY  73  FY  74 
Actual    Actual  Budget 


5% 
20 


5% 
44% 
0 


10% 
39% 
0 


10% 
42% 
0 


10%  10% 
42%  42% 
0  0 


2,353      2,796      2,999      3,635      4,009  4,213 
100         276         510      1,055      1,309  1,385 


ALTERNATIVE  Ha  V  (General  Funds  Constant) 
Entering  Class 

%  Disadvantaged  in  Class  • 

%  "Other"  on  Scholarship 

Scholarship  Need  Stds.  not  Offer.  Scholarships 

Scholarships  -  All  Classes  ($  Thousands)  a 
Total  Scholarships 
General  Funds  Required 


5%  5%  10% 

42%  44%  39% 
20  0  0 


2,  353      2, 796      2,  999 
100         276  510 


10%         10%  10% 
7%         19%  47% 
315         207  0 


3,090      3,210  3,337 
510         510  510 


ALTERNATIVE  lib  -  (General  Funds  Constant) 
Entering  Class 

%  Disadvantaged  in  Class 

%  "Other"  on  Scholarship 

ScholarshipNeedStds.  not  Offer.  Scholar  8hii>s 

Scholarships  -  All  Classes  ($  Thousands) 
Total  Scholarships 
General  Funds  Required 


5%  5% 
42%  44% 
20  0 


2,353  2,796 
.    100  276 


10% 
39% 
0 


0% 
25% 
170 


2,999  3,090 
510  510 


0%  10% 
42%  42% 
0  0 


3,210  3,337 
510  510 


ALTERNATIVE  Ilia  (Gen.  Fds.  halfway  between  I  &  II) 
Entering  ClasB  ^ 

%  Disadvantaged  in  Class 

%  f'Other"  on  Scholarship 
.  Scholarship  Need  Stds.  not  Offer.  Scholarships 

.  Scholarsh^s  -  All  Classes  ($  Thousands)  :  ' 
:  Total  Scholarships 
.  General  Funds  Required 


5%  '  5%  10%  10%  10%  10% 
42%  44%  39%  24%  33%;  42% 
20  0  0         162  81  0 


2,353      2,796      2,999      3,362      3,608  3|.774 
iOO         276         510         782         908  947 
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Table  17  (continued)  » 

FY  69     FY  70     FY  71     FY  72     FY  73     FY  74 
Actual    Actual  Budget 

"  '  '  ,  — ' 

ALTERNATIVE  Illb  (Gen.  Pds.  halfway  between  I  «tU)  , 
Entering  Class 

%  Disadvantaged  in  Class  5%  5%        10%         0%  6%  9% 

%  "Other"  on  Scholarship  42%        44%        39%        40%        42%  42% 

Scholar  ship  Need  Stds.  not  Offer.  Scholarships  20  0  0  20  0  0 

Scholarships  -  All  Classes  ($  Thousands) 

Total  Scholarships  2.  353      2,796      2,999      3.362      3.608  3.774 

General  Funds  Required  100         270        510        782         908  947 

ALTERNATIVE  IV  -  ("Smoothed"  Alternative 

between  I  £t  II) 

Entering  Class 

%  Disadvantaged  in  Class  5%  5%        10%        10%        10%  10% 

%  "Other"  on  Scholarship  42%        44%        39%        35%        35%  85% 

Scholarship  Need  Stds.  not  Offer.  Scholarships  20  0  0  63  63  63 

Scholarships  -  All  Classes  ($  Thousands) 

Total  Scholarships  2.353      2.79ff     2.999      3.526      3.793  3.866 

General  Funds  Required  100         276        510        946      1.093  1.038 

ALTERNATIVE  V  -  (Alternative  IV  with 
-  8%  Disadvantaged) 

Entering  Class  , 
%  Disadvantaged  in  Class  5%  5%        10%       .  8%  8%  8% 

%  "Other"  on  Scholarship  42%        44%        39%        35%        35%  35% 

ScholarshipNeedStds.  not  Offer.  Scholarships  20  0  0  64  64  .      .  64 

Scholarships  -  All  Classee  ($  Thdusands) 

Total  Scholarships  2.353      2.796      2.999     3.474      3.685  3.692 

General  Funds  Required  100         276         510         894         985  864 
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of  the  constraints  underlying  the  alternative.   These  numbers  are  shown 
on  Table  17  under  each  alternative  opposite  the  line  "Scholarship  Need 
Stds.  Not  Offer.  Scholarships.  "  These  numbers  served  as  direct  measures 
of  the  shortfalls  associated  with  the  various  alternatives. 

Table  17  also  contains  one  final  piece  of  summary  information: 
the  amount  of  general  funds,  as  distinguished  from  total  scholarship  funds, 
required  by  each  alternative.    These  numbers  were  obtained  simply  by 
subtracting  the  amounts  of  scholarship  aid  anticipated  from  endowment, 
gifts  and  grants,  and  Equal  Opportunity  Grants,  as  summarized  on 
Table  19,  from  the  total  scholarship  bill  as  shown  on  the  various  work- 
sheets.   However,  while  the  claim  on  general  funds  thus  appears  as  a 
residual  (and  was  so  calculated  for  the  alternatives  that  began  with  assump 
tions  about  the  numbers  of  students  to  be  awarded  scholarships),  the 
amount  of  general  funds  was  stipulated  in  the  case  of  other  alternatives 
(for  example.  Alternative  II,  which  assumed  a  constant  contribution  from 
general  funds,  at  the  FY  71  level,  through  FY  74),  and  the  effect  on  num- 
bers of  scholarship  stuclents  was  calculated  as  the  residual.    As  can  be 
seen  from  the  entries  for  Alternatives  11  and  III  on  Table  17,  calculating 
the  numbers  of  students  on  scholarship  in  the  entering  class  as  a  residual 
can  produce  some  shaip  changes  from  one  year  to  the  next  in  admission 
policies  (in  an  extreme  case,  for  example,  going  from  10%  to  0%  dis- 
advantaged students).   In  practice,  such  sharp  swings  could  not  even  be 
considered,  and  some  smoothing  would  be  needed.    Alternative  IV  is  an 
example  of  a  smoothed  version  of  an  earlier  alternative. 

The  above  discussion  has  emphasized  the  scholarship  .element  of 
student  aid  packages  because  that  is  the  element  that  requires  explicit 
provision  in  the  operating  budget.    Loans  and  term-time  employment  are 
also  provided  by  the  University  (in  some  cases  through  participation  in 
Government  programs),  and  it  was  also  necessary  to  consider  what  could 
be  done  for  student  aid  under  these  headings.   The  estimates  under  each 
alternative  for  each  fiscal  year  are  shown  on  the  worksheets  (as  can  be 
seen  from  Table  1  separate  summaries  were  prepared  for  the s 

•cbrQP6nentSi^■■'•^  .  .^■''^''V's^  :^/rv^-' : 


-  90  r 


0) 

a 

tn 

0) 


o 
o 


o 
o 
o 

o 
o 

in 


o 
o 
o 

o 

00 


o 
o 
cvi 

cvi 

00 

cvi 

€8- 


CO 


0) 

13 


O 

o 
o 

o 


CM 


o 
o 
o 

o 
o 
in 


o 
o 
o 

o 

00 


o 
o 
o 

o 
o 

CVI 


C3 


0> 

I 


o 
o 
o 

o 

o. 
o 


o 
o 
o 

o 
o 
in 


o 
o 
o 

o 

00 


o 
o 
o 

o 

00 

in 
csi 


ff-4 


2 

CO 
I— I 

o 

o 

CO 

o 

(0 

o 


o 

CO 


(0 

I 


o 

03 


o 


o 


o 

o. 

in 

03 


o 

in 


00 
00 


o 

.o 
o 

CO 
CD 


o 
o 
o 

CD 

in 


o 
o 

o 

00 


o 
o 


o 
o 

00  . 
00 

CM 


o 
in 

00 

in 


o 
o 

CO 

o 
in 


.o 
in 
in 

m 

CM 


CD 
1X4 


o 
o 

CO 
00 
CD 


o 
o 

o. 

in 
in 


o 
o 

in 

in 


o 
o 

00 
CM 

in 

CM 
CM 


o 
o 
o 

o 
o 


HER!cV::r;i 


I 

a. 


I 


,-1  w 


-  91  - 


Deliberations  Within  the  Committee.      The  full  results  of  the 
preliminary  analysis  described  above  (including  all  worksheets  and  sum- 
maries of  loan  accounts  and  work  opportunities)  were  made  avaUable  to 
the  Priorities  Committee  as  it  began  to  discuss  the  difficult  issues  of 
principle  and  of  practice  involved  in  making  recommendations  concerning 
student  aid.    These  same  materials  had  been  presented  earlier  to  the 
Faculty  Committee  on  Undergraduate  Admissions  and  Financial  Aid,  and 
that  committee  prepared  a  lengthy  memorandum  for  the  Priorities  Com- 
mittee describing  the  evolution  and  philosophy  of  admissions  at  Princeton 
and  advocating  a  new  alternative,  called  "Alternative  O.  "  This  alter- 
native was  based  on  the  principle  that  admission  decisions  should  be  made 
entirely  without  regard  to  need  and  th|t  all  scholarship  funds  needed  for 
students  admitted  should  be  provided.   With  regard  to  numbers  of  students, 
the  Faculty  Committee  argued  in  its  memoi'andum  that  the  numbers  shown 
on  Table  17  for  students  who  would  normally  be  admitted  but  for  whom  no 
scholarship  funds  had  been  (or  would  be)  available  were  incomplete. 
Their  memorandum  noted  that  the  numbers  shown  oa  Table  18  for  the 
current  year  did  not  include  students  who  had  been  offered  admission  from 
the  waiting  list.   The  Director  of  the  Bureau  of  Student  Aid  estimated  that 
including  waiting  list  admits,  47%  of  non-disadvantaged  entering  students 
would  qualify  for  scholarships  in  FY  72  if  past  admission  practices  were 
followed.   If  the  budget  allowed  for  only  42%  of  these  non-disadvantaged 
students  to  receive  scholarships  (Alternative  I),  then  forty-five  students 
needing  scholarships  would  not  receive  them.   The  general  ifunds  implied 
by  Alternative  O  were  just  over  $1. 1  miUion  in  FY  72,  over  $1.5  million  in 
FY  73,  and  nearly  $1.  9  million  in  FY  74,  as  compared  with  $1,  055,  000  in 
FY  72,  $1, 309,  000  in  FY  73,  and  $1, 385,  000  in  FY  74  under  Alternative  I. 

After  lengthy  discussion  of  both  the  originea  material  and  this 
supplementary  memorandum,  the  Priorities  Committee  concluded  that  the 
overall  budgetary  Situation  --  and  particularly  the  need  to  reverse  the 
trend  toward  rising  deficits  and  to  achieve  approximate  budget  balance  by 
FY  74  —  simply  did  not  permit  it  to  recommend  the  general  funds  called 
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for  by  the  "current  plan"  (Alternative  I),  let  alone  the  far  larger  outlays, 
especially  for  FY's  73  and  74,  implied  by  Alternative  O.  At  the  same 
time,  the  Committee  was  also  very  reluctant  to  recommend  any  of  the  less 
expensive  alternatives  shown  on  Table  17  because  of  what  they  implied 
concerning  limitations  on  access  to  the  University.    In  attempting  to  think 
through  a  more  acceptable  policy  that  would  be  possible  financially,  the 
Committee  went  back  and  reconsidered  some  of  the  "self-help"  assump- 
tions underlying  all  of  the  preliminary  analysis.   Tlie  members  of  the 
Committee  saw  that  budgetary  constraints  forced  trade-off  between: 
(1)  decreasing  the  percentage  of  entering  students  receiving  scholarships; 
and  (2)  increasing  the  self-help  components  (loans  and  work)  of  the  student 
aid  packages. 

To  assist  it  in  further  consideration  of  financial  aid  policies,  the 
Committee  asked  that  some  additional  alternatives  be  developed  and  then 
sumniarized  in  the  same  form  as  the  original  alternatives.    Further  study 
of  the  actual  summer  experiences  of  students  revealed  that  the  average 
summer  employment  earnings  could  be  increased  by  $100  for  non-disad- 
vantaged  students,  but  not  for  disadvantaged  students.    The  six  additional 
alternatives  all  assumed  the  additional  $100  for  summer  employment. 
They  differed  in  the  amounts  of  the  increases  in  the  loan  components 
assumed  for  the  "disadvantaged"  and  "others.  "  The  Committee  finally 
decided  to  recommend  a  plan  which  differed  slightly  from  one  of  the  six 
new  alternatives.   This  plan  is  described  in  detail  in  the  1971-72  Report 
of  the  Priorities  Committee.    In  brief,  it  was  designed  to  avoid  reductions 
in  percentages  of  "disadvantaged"  and  "others"  on  scholarships  in  the 
entering  class,  taking  the  current  freshman  class  as  the  base,  but  it  also 
involved  increasing  substantially  the  "self-help"  part  of  the  student  aid 
package.  Under  the  recominended  plan  the  loan  component  would  be  in- 
creased to  $800  in  FY  72,  $900  in  FY  73,  and  $1, 000  in  FY  74  for  non- 
disadvantaged  students,  as  compared  with  $600,  $700,  and  $800  as 
assumed  earUer  (see  Table  16).  For  disadvantaged  students,  the  Com-  . 
mittee  recommended  that  loan  expectations  continue  to  be  $600  in  FY  72, 
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$700  in  FY  73.  and  $800  in  FY  74,  as  originally  assumed.   The  final  plan 
recommended  by  the  Committee  followed  the  memorandum  described 
earlier  in  treating  waiting  list  admits  as  included  in  the  count  of  those  who 
would  normally  be  admitted  but  for  whom  no  scholarship  funds  would  be 
available  if  past  admissions  practices  were  followed. 

Stated  in  the  format  of  Table  17,  the  Committee's  final  recom- 
mendations looked  as  follows: 

Table  20 

Undergraduate  Financial  Aid 
Final  Recommendations 
FY  72  to  FY  74 

FY  70    FY  71    FY  72    FY  73    FY  74 
Actual  Budget 


5%       10%       10%       10%  10% 
44%     "  39%       40%       40%  40% 

0         50         63  63  63 

Scholarships  -  All 
Classes    ($  Thousands) 

Total  Scholarships  2, 3.53  2, 796  2, 999  3,  350^^  3,  628-^  3, 925--^ 
General  Funds 

Required  100        276        510        716        888  999 


FY  69 
Actual 

Recommended  Plan 

Entering  Class 

%  Disadvantaged 
in  Class  5% 

%  "Others'*  on 
Scholarship  42% 

Scholarship  Need 
Students  Not  Offered 
Scholarships  52 


-    To  obtain  numbers  shown  in  budget  for  Undergraduate  Scholarships 
and  Prizes,  272  must  be  added  for  prizes  and  for  summer  and  other  awards 
not  related  to  need. . 


Final  Comment.  —  Our  experience  in  budgeting  for  undergraduate 
student  aid  seems  to  us  to  serve  as  a  useful  illustration  of  several  general 
themes:   (1)  the  importance  of  basing  recommendations  for  programs 
involving  future  financial  commitments  on  explicit  calculations  of  their 
cost  in  future  years  so  that  the  full  implications  of  what  is  being  recom- 
mended will  be  seen  in  time;  (2)  the  way  in  which  explicit  statements  of 
assumptions  and  the  costing  out  of  alternatives  can  lead  to  a  greater 
willingness  to  consider  unpleasant  trade-offs  (in  this  instance,  fewer 
scholarship  students  versus  putting  more  reliance  on  self-help)  than 
might  otherwise  have  been  the  case;  and  (3)  the  importance  of  permitting 
the  consideration  of  recommendations  to  take  place  in  an  iterative 
fashion,  with  the  unwillingness  of  the  Committee  to  opt  for  any  of  the  first 
set  of  alternatives  leading  to  the  development  of  a  second  set  of  possi- 
bUities,  and,  finally,  to  a  recommended  plan  that  was  a  modification  of 
one  of  the  second -round  alternatives.    If  analysis  is  to  be  kept  in  its 
proper  place  --  as  an  aid  in  decision -making,  not  as  something  that 
proceeds  automatically  from  assumptions  that  are  inevitably  somewhat 
arbitrary  to  an  immutable  set  of  conclusions  --  there  must  be  a  good 
relationship,  and  considerable  interaction,  between  those  responsible  for 
making  policy  decisions  and  those  doing  the  analysis. 
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Budgeting  in  Specific  Areas; 
Dormitories  suid  Food  Services 

Princet'.v;i,  like  many  other  colleges  and  universities,  has  had 
difficulty  in  recent  years  in  achieving  a  "break-even"  result  for  its 
dormitory  and  dining  facilities.   Indeed,  in  FY  70  undergraduate  dormi- 
tories and  food  services  ran  a  deficit  of  approximately  $350,  000.-' 

In  view  of  the  magnitude  of  this  deficit,  and  the  fact  that  many 
sensitive  and  complicated  issues  of  educational  policy  as  well  as  economics 
were  involved,  we  decided  to  conduct  a  special  study  of  this  whole  area  of 
operation  in  anticipation  of  the  fall  budget  cycle.   This  study  was  conducted 
by  Mary  E.  Procter  and  James  P.  Mnookin,  and  it  served  as  the  basis 
for  the  Priorities  Committee's  consideration  of  dormitories  and  food  ser- 
vices.  For  institutions  with  arrangements  similar  to  Princeton's  (where 
educational  activities  interact  in  varying  degrees  with  living  and  dining 
arrangements  and  students  can  choose  among  a  variety  of  facilities 
including  colleges,  clubs,  a  central  dining  hall,  and  use  of  a  student 
center),  the  entire  study  may  be  of  interest.   Copies  of  the  full  report  are 
available  from  the  Office  of  the  Provost.  . 

The  core  of  the  analysis  performed  in  the  study  was  a  careful 
assessment  of  the  costs  and  revenues  associated  with  each  component  of 
the  dormitory  and  dining  system.   For  budgeting  and  planning,  direct 
costs  had  to  be  understood  in  great  detaU  so  that  the  University  could  see 
which  factors  significantly  affected  the  expenditures  of  the  department. 
For  example,  we  needed  to  know  the  impact  of  varying  participation  rates 
(that  is.  differences  in  the  percentages  of  total  available  meals  that  are 
actually  eaten  by  students  with  meal  contracts),  as  well  as  the  mix  of 
fixed  and  variable  costs  at  each  facility  and  the  effect  of,  say.  a  1(J 


-    This  includes  charges  to  dormitories  and  food  services  for  their 
full  share  of  indirect  operating  costs,  but  makes  no  provision  for  any 
imputed  return  on  the  University's  substantial  capital  investment  in 
these  facilities. 


-  96  - 


increase  in  the  cost  of  food  for  each  meal.    By  examining  these  and  other 
questions,  we  hoped  to  be  in  a  position  to  initiate  some  economies  and, 
equally  important,  to  project  expenditures  more  accurately  and  to  relate 
charges  more  directly  to  costs.   Indirect  costs  also  had  to  be  understood 
and  appUed  as  accurately  as  possible,  and  the  details  of  the  indirect  cost 
allocation  were  given  in  the  Procter-Mnookin  Report. 

:  After  collecting  the  total  expenses  for  eacfe-facility,  the  study 
grouped  the  income  from  the  users  of  each  facility  with  its  expenses 
{taking  account  of  meal  transfers  between  facilities),  and  calculated  the 
net  surplus  or  deficit  in  the  current  year.    Each  of  the  expense  items 
(direct  and  indirect)  was  then  projected  for  three  years  in  the  future, 
using  both  "high"  and  "low'', assumptions,  and  the  net  surplus  or  deficit 
was  derived  for  existing  charges  and  alternative  percentage  increases. 
Table  21  shows  a  summary  of  the  results  of  this  analysis  assuming  (for 
purposes  of  analysis  only)  a  continuation  of  1970-71  prices.   Table  22 
contains  similar  data  for  housing. 

These  results  led  to  several  ty^es  of  choices  for  the  Committee, 
each  of  which  had  some  effects  on  the  other  decisions  to  be  made.  The 
major  choice  to  be  made  concerned  the  percentage  increases  in  charges 
to  be  recommended.   As  is  explained  in  detail  in  the  1971-72  Report  of  • 
the  Priorities  Committee  (pp.  194-199),  the  Committee  agreed  that  it 
should  recommend  that  the  dormitory  and  dining  system  reach  a  self- 
sustaining  basis  within  three  years.   Considerations  of  equity  and  effi- 
ciency, as  well  as  financial  necessity,  argued  for  this  conclusion.  How- 
ever, before  a  decision  regarding  the  actual  yearly  increases  could  be 
made,  it  was  necessary  to  determine  which  facilities  would  be  operating 
as  well  as  the  details  of  the  contracts  offered.   It  was  understood  that 
even  if  the  entire  dormitory  and  dining  system  were  to  reach  a  self- 
sustaining  basis,  some  facilities  might  have  modest  deficits  which  would 
be  off  set  by  small  surpluses  in  other  areas.    In  most  cases  where  modest 
deficits  were  anticipated  (see,  for  example,  the  discussion  of  Madison 
Hall),  the  Committee  felt  that  the  educational  benefits  of  the  facility  were 
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worth  the  load  placed  on  the  overall  dormitory  and  dining  system.  How- 
ever, in  the  case  of  one  small  college-type  facility  (Terrace)  the  Com- 
mittee recommended  that  it  be  closed  because  its  benefits  to  students  did 
not  seem  to  justify  the  extra  strain  it  put  on  the  finances  of  the  system 
as  a  whole. 

The  Committee  also  looked  into  the  details  of  the  contracts 
offered.   It  recommended  that  the  variety  of  contracts  offered  be  de- 
creased to  simplify  operations.   In  addition,  it  recommended  further 
savings  by  eliminating  from  contracts  the  meals  over  holiday  periods 
when  many  students  are  away.   This  step  also  seemed  desirable  from  an 
equity  standpoint  since  there  was  no  good  reason  why  all  students  should 
subsidize  those  who  chose  to  eat  in  University  dining  halls  during  these 
periods. 

Knowing  the  savings  which  would  result  from  closing  one  facility,  de- 
creasing the  variety  of  contracts,  and  eliminating  holiday  meals  from  con- 
tracts, the  Committee  then  was  in  a  position  to  recommend  a  set  of  increases 
in  charges  which  could  be  expected  to  remove  the  overall  University  subsidy 
to  student  dormitories  and  dining  within  three  years  (a  $60  per  year  increase 
in  board  contracts  and  a  $50  per  year  increase  in  dormitory  charges). 

Table  23  (lifted  from  the  Procter-Mnookin  Report)  summarizes  the 
choices  faced  by  the  Committee  and  also  shows  some  of  the  areas  of 
uncertainty  in  the  costing.    As  this  table  illustrates,  the  Procter-Mnookin 
Report  served  the  important  purpose  of  clarifying  and  quantifying  the 
trade-offs  that  had  to  be  considered:  closing  one  or  more  facilities  or 
changing  the  coverage  of  contracts  versus  larger  price  increases,  and  so 
on.    The  table  is  not  entirely  self-explanatory  but  depends  to  some  extent 
on  other  parts  of  the  study.    However,  we  include  it  here  to  give  an 
impression  of  the  type  of  information  avaUable  to  the  Committee  from 
the  Report. 

Finally,  as  always  seems  to  be  the  case  with  studies  of  this  kind, 
new  questions  have  arisen  to  replace  old  ones.   Following  development  of 
the  proposals  described  in  the  1971-72  Report  of  the  Priorities  Committee, 
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a  new  study  was  undertaken  to  ascertain  the  effects  of  releasing  sopho- 
mores from  compulsory  meal  contracts.  And,  in  the  course  of  studying 
this  question,  the  projections  and  analysis  in  the  Procter-Mnookin  Report 
were  reviewed  and  updated  in  the  light  of  actual  results  for  FY  71. 

The  more  recent  study  estimated  that  the  cost  to  the  Uniyersity 
of  releasing  all  sophomores  from  compulsory  meal  contracts  would  be 
$300,  000;  and,  in  order  to  recover  most  of  that  cost,  room  charges  would 
have  needed  to  be  raised  by  $50  per  student.    The  Faculty  Committee  on 
Undergraduate  Life  felt  that  this  would  be  too  expensive,  and  it 
developed  a  compromise  plan  that  would  release  150  sophomores  on  a 
trial  basis.    Those  to  be  releviised  would  be  chosen  by  lottery.   The  cost 
to  Dormitory  and  Food  Services  of  this  plan  would  be  offset  by  an  increase 
in  room  charges  of  $15  per  student,  while  the  University  would  meet  most 
of  the  cost  of  increasing  student  aid  by  $15  per  student  receiving  aid. 
However,  after  a  great  deal  of  further  disci  sion  (including  a  student 
referendum),  this  plan  too  was  set  aside,  at  least  for  the  time  being. 

There  are  several  morals  to  this  story.   One  is  that  student  atti- 
tudes toward  a  problem  can  change  when  the  costs  to  them  of  adopting  a 
certain  course  of  action  are  made  known.   A  second  is  that  studies  of  the 
kind  described  here  are  never  definitive,  but  must  be  viewed  as  stages 
in  a  continuing  analysis  of  major  areas  of  University  operations. 
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Table  21 

STUDENT  DINING;  ESTIMATES  OF  COSTS.  INCOME  &  DEFICITS 
FY  69  THROUGH  FY  74  (ASSUMIN-Q  NO  PRICE  INCREASES).  BY  DINING  HALL 


99 


($  Thousands) 

Actual 

Estimated 

Projected  with  no  chg.in  Prices 

•FY  69 

FY  70 

FY  71 

FY  72 

FY  73 

FY  7** 

COMMONS 

I*    1*  Base  Contracts  (#) 

(lUlO) 

(1507) 

(l'*99) 

(1U82) 

(1536) 

(1536) 

XX*  Ebcpenses ; 

2.    Direct  Costs 
3»    Xndirect  Costs 

TTT  li       TWPAT.  PnSTQ 

798.1 
216.5 
lOlU.6 

873.1 
263.1 
1136.2 

965.1 
26U.8 

1008.3 
270.5 
1278.9 

1082. U 
276.5 
1358.9 

11U8.1 
282.7 
1U30.8 

r/>  Xncome: 

5*    Contract  Xncome 
6*    Guests  &  Other 
i  •    XTansrer  neaxs 

V.    8.    TOOMi  INCCME 

lOUO.U 

1058.0 
52.0 
-102.0 
1008.0 

1125.0 
52.0 

IIU5.O 

1110. U 

52.0 

-32.3 
1130 .1 

IIU5.7 
52.0 
-32.3 

1165. u 

11U5.7 
52.0 

-32.3 

1165. u 

VX.  9*    Difference  (+)  or  (-) 
10.    (Deficit  as  %  of'  Obtal 
Costs) 

+25.8 
(no  def.) 

-128.2 
(11.2?6) 

-8U.9 

(6.9?^) 

-1U8.8 

(11.6?6) 

-193.5 
(H^.a^t) 

-2^5.1* 
(18.596) 

WILCOX 

X.    !•    Base  Contracts  (#) 

(360) 

(381) 

(3W) 

(365) 

(365) 

(365) 

XX •  Expenses i 

2.    Direct  Costs 
3»    Xndirect  Costs 

TTT    )i          nVMBAT  HACfllO 

309.5 
92.7 
U02.2 

312.8 
96.0 
lt08.8 

299.7 
97.1 
39d«o 

325.6 
99.7 
U25.3 

3U2.2 
102.5 
UUU.7 

359.U 
105.3 
U6U.7 

XV.  Xncome: 

5.  Contract  Xncome 

6.  Guesis  &  Other 
7*    Transfer  Meals 

V.    8.    TOOMi  IWC(»4E 

301.3 

209.lf 
62.0 
+16.2 
287.6 

280.8 
62.0 
+I0.2 
359.0 

29**.  6 
62.0 
+17.8 
37U.U 

29U.6 
62.0 
+17.8 
37U.U 

29U.6 
62.0 
+17.8 
37U.U 

VX.  9*    Difference  (+)  or  (-) 
10.    (Deficit  as  %  of  Gtotal 
Costs) 

-100.9 
(25.056) 

-121.2 
(29.6?6) 

-37.8 
(9.5?6) 

-50.9 
(11.996) 

-70.3 
(15.896) 

-90.3 
(19.W 

STEVENSON 

X.    1.    Base  Contracts 

(180) 

(187) 

(138) 

(lUo) 

(11^5) 

(1U5) 

XX.  Expenses: 

2.  Direct  Costs 

3.  Xndirect  Costs 
XXX. U.    TOTAL  COSTS 

nu.i 
38.8 
152.9 

133.9 
U3.I 
177.0 

117.0 
Ul.8 
158.8 

123.3 
U2.9 
166.2 

131.6 
Ulf.O 
175.6 

138.0 
U5.1 
183.1 

XV.  Xncome:  . 

5*    Contract  Xncome 
6.    Gue3ts&  Other 
?•    Transfer  Meals 

V.  8.  ixmL  jNccm 

130.8 

11(6.5 
11.3 
-6.2 

151.6 

119.5 
11.3 
-6.3 

12U.5 

121.0 

11.3 
-6.3 
126.1 

125.3 
11.3 
-6.U 

130.2 

125:3 
11.3 
-6.U 

130.2 

VX.  9*    Difference  (+)  or  (-) 
10.    (Deficit  as  ^  of  Total 
Costs) 

-22.1 
(H^.W 

-25. 1^ 
(1'*.356) 

-3'*.3 
(21.556) 

-Uo.l- 

(21^.196) 

-  -1^5. U 
(25.896) 

-52.9 
(28.896) 

ao4 
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Table  21  (continued) 


($  Thousands) 


Actvial 

lActtial 

Estimated 

1  ProJ.  with  no  price  chanee 

FY  69 

1  FY  70 

FY  71 

1  FY  72 

|fy  73 

1    FY  7k 

1.  Base  Contracts 

2.  Direct  Costs 
3*    Indirect  Costs 
k.    TOTAL  COSTS 

XXX 

(69) 
82.3 
1  ^0.? 

1  112.5 

(81) 
79.0 

107.0 

82.1 
28.9 
111.0 

1  fftc.^ 
88.3 
29.6 
UQ.k 

93.1 
30.6 
123.7 

5»    Contract  Income 
6.    Guests  &  Other 
7-    Transfer  Meals 
8.    TOTAL  INCC»ffi 

XXX 

5'fr.O 
5.0 

55.6 

69.9 
5.0 

69.0 

1  s.o 
-3.U 
71.5 

73.3 

-3.6 

7*^.7 

73.3 

1  ?*0 

-3.6 

7*^.7 

9*    Difference        or  (-) 
10.    Deficit  as  i  of  Total  Costi 

-56.9 

(51?6) 

-35.5 

-39.5 

(36^) 

-'^3.7 
(36*) 

-49.0 

(39*) 

PRINCETON  INN 

1*    Base  Contracts 
2.    Direct  Costs 
3*    Indirect  Costs  ^ 
h.    TOTAL  COSTS 

XXX 

XXX 

(311) 
169.8 

fin  ft 

250.6 

222.1 

93.9 
1  316.0 

233.2 
96.6 
1  329.8 

2JfJf.8 

99. 

1  3*^.2 

5"^    Contract  Income 
6.    Guests  &  Other 
1  •    Transfer  Meals 

9*    TOTAL  INCOME 

XXX 

XXX 

177.8 
17.0 

-2.0 
18.0 

2bli3 

I0.3 
J  •  J 

26.3 
1  302.6 

2bl.3 
18.3 
-J.J 
26.3 
1  302.6 

261.3 
18.3 

1          ^  Q 
-J.J 

26.3 
302.6 

10.  Difference  (+)  or  (-) 

11.  Deficit  as     of  Tbtal  Costs 

-39.8 
(15.8?6) 

-13. '^ 
('^.2*) 

-27.2 
(8.2*) 

-kl.b 
(12.0*) 

TOTALS:  UNDERGRADUATE  DINING 

1.  Base  Contracts 

2.  Tbtal  Escpenses 
3*    Total  Income 

(1950) 

1569.7 

1*^72.5 

183^^.5 

1502.8 

21*^3.0 
1910.8 

(2522)  1 

2297. 

200*^.7 

(2586) 
20'f7.3  1 

(2586) 

25't6.5 
20Jf7.3 

^.    Total  Deficit 
5»    Undergraduate  Deficit  as  a 
^  of  Total  Costs 

-97.2 

(6.1^6) 

-331.5 
(18.056) 

-232.2 
(10.8?6) 

-292.7 

-3B0.1 
(15.6*) 

-'^99. 2 
•  (19.6*) 

GRADUATE  COLLEGE 

I.      1.    Base  Contracts  (#) 

(»t66) 

(i.92) 

(^^97) 

(^^97) 

(^^97) 

II.  E3c^enses: 

2.    Direct  Costs 
3*    Indirect  Costs 

III.  k.    TOOM.  COSTS 

279. 
81.8 

361.2 

260.0 
63.5 

323.5 

257.1 
63.7 

320.8 

266.0 
63. k 

331.k 

279.1 
67.2 

3't6.3 

293.0 
69.0 

362.0 

IV.  Income: 

5 •    Contract  Income 

6.  Guests  &  Other 

7.  Transfer  Meals 

236.5 
25.5 

253.7 
25.5 

251.8 
25.5 

251.8 
25.5 

251.8 
25.5 

V.      8.    TOTAL  INCOffi 

310.0  1 

262.0 

279.2 

277.3 

277.3 

277.3 

n.    9*    Difference  (+)  or  («) 
10 .    Deficit  as     of  Tbtal 
Costs 

-51.2 1 

(li^.lJ 

-t5l.5 

(19.0*) 

-kl.6 
(12.9*) 

(16.3*) 

-69.0 
(19.9*) 

(23.3*) 

TOTAL  DEFICIT:    Undergraduate  & 

Graduate 

-393«0.. 

— ^  '  ■  ..i.  ' 

,  -267.2 

-kkl.l 

-575.8 

ICS 
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Table  22 

UNDERGRADUATE  DORMITORIES;  ESTIMATES  OF 
COSTS.  INCOME,  &  DEFICITS  --  FY  69  THROUGH  FY  74 
(ASSUMING  NO  PRICE  INCREASES) 
($  Thousands) 


Actual 

Actual 

Estimated 

Projected  with  no  price  change 

Fi  70 

FY  71 

FY  72 

FY  73 

FY  7'* 

J.  •     ±  •  ^  oi  uon  urac  us 

(3101) 

(3196) 

(31*51) 

(3666) 

(373**) 

(373**) 

Hi  Expenses: 

2.  Tbtal  Direct  Cost 
3»  Indirect  Costs 
h.  Plus  taxes  -  Inn 
5»  Plus  interest  and 

amortization  on 

the  Inn 

JfSO.l 
1116. 

'^23. 9 
1123.0 

486.7 
1316.0 
62.k 

OH  .  1 

51*0.6 
l'*'*2.8 
k2.6 

210.0 

573.0 
1507.  »* 
37.9 

210.0 

607.5 
157'*. 0 

33.9 
210.0 

III.  6.  TOm  COST 

1536.5 

15't6.9 

1929.8 

2236.0 

2328.3 

2k2^.h 

IV.  Income: 

?•  Contract  Income 
8.  Other  Income 

1829.0 
67.2 

19^*3.0 

68.3 

1979.0 
69.5 

1979.0 
69.5 

V.      9.  TOTfdj  INCOm 

l'*99.3 

1526.2 

1896,2 

2011.3 

20'i.8.5 

20'*8.5 

VI.  10.  Difference  (+)  or  (-) 
11.  (Difference  as  ?6 
of  Ibtal  Costs) 

-37.2 

-20.7 

'  -33.6 

-22k. 7 

-279.8 

-376.9 

VII. 12.  Implicit  capital  cost 
(7^  of  market  value 
annually) 

(875.0) 

(875.0) 

(875.0) 

(875.0) 

(875.0) 

(875.0) 
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Tab].?  23 

DINING  SYSTEM: 
DEFICITS  &  CHANGES  IN  DEFICITS  —  FY  72.  THROUGH  FY  74 
UNDER  VARIOUS  PRICING  ALTERNATIVES  


($  Thousands  except 
where  noted) 


ER1C1 


!•    PROJECTIONS;  BEST  ESTIMATES 
OF  BASE  DEFICIT  vltlHio 
price  Increase 

1.  Deficit:  low  cost 
increases  (from  Table  k) 

2.  %  of  Total  Costs  (56) 
3*    Deficit  per  student  $ 

k.    Deficit:  high  cost 

increases  (fee  Appendix  1:0 
5*       of  Total  Costs  (56) 
6.    Deficit  per  student 


III.    PRICE  INCREASES 

1.  Eliiainate  Deficit  in  1  yr. 
and  keep  it  at  0  —  per 
student  price  increases ($) 

*  (56  Increase) 

2.  Eliminate  Deficit  in  3 
yrs.  —  annual  increases 

 per  student   


II.    AREAS  OP  UNCERIAINTr:  Change 
in  Low  Cost  Increase  Deficit 
(line  1)  Due  to: 

■+)  s  smaller  deficit] 
-)  =  bigger  deficit  J 

Higher  contracts 
(Wilcox  +15.  Stevenson  +27 
Terrace  +10) 
Very  good  management 
Bad  results  based  on 
FY  70  experience 


1. 


2. 
3. 


lY.    STRUCTURAL  CHAMGES  IN  THE 
DINING  SYSTEM;  with  "no 
price  increases 

BY  CLOSING  FACILITIES! 
1^    Close  Madison 
2.    Close  Terrace 

BY  CHANGING  TCTaS  OF 
CONTRACT; 

1.  Contract  to  exclude 
Thanksgiving,  vacations, 
&  freshman  we^k 

2.  All  20-meal  contracts 

3.  All  7-ineal  contracts 


FY  72: 
Commons 


-llf8.8 

(11.6?6) 
($100) 

-202.3 

(15.1?6) 
i|i261 


+12.1 

-53.5 


+$100 
(+13A?6) 


+$60 


+12.7  ^ 
+  7.9 


+31.2 
+  2.1 
+62.7 


^  Excludes  $7,000  in  indirect  costs. 
2/ 

-f  Excludes  $28,900  in  indirect  costs. 
Does  not  include  pay-as-you-go  losses. 


FY  72; 
Wilson  and 
Stevenson 
and  lun 


-lOJ^.J^ 

($108) 
-132. 


FY  72; 
Terrace 


+16.9 


+9.0 


+$108 


-1.5 
+8.0 


+  9.k 
+11.1 
+18.0 


-39.5 

(35?6) 
($^^93) 

-J^2.6 
(37.3?i) 


+2.7 
-15.8 


,+$1^93 
(•»62.0?6) 


+$192 


+10.6 


+1.0 


TOTAL 
FY  72 
(Incl. 
Terrace) 


-292.7 

ilh.6%) 
($116) 

-377.3 

(15.8?6) 
($1'^9) 


TOTAL 
FY  73 
(Incl. 
Terrace) 


-380.1 

(15 .6?^) 
($1U6) 

-jr.7.7 

(20. h%) 
($201^) 


+20.3 


+23.8 
-lll.J^ 


+$116 


+11.2 
+26.5 


+kl.3 
+13.2 
+80.7 


+19'?- 

+2h.6 
-175.5 


+$33 


+12.5 
+29.2 


+11.9 
+136.5  ^ 


TOTAL 
FY  7*^ 
(Incl. 
Terrace) 


(19.656) 
($193) 

-71^.0 

(25.8*) 
($276) 


+17.6 


+25.9 
'2k3.6 


+$lt6 
(+6.2?6) 


r$61^ 


+lh.i 
+32.0 


+  9.6  ./ 
+167.6  ^ 


> . .  . 
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Budgeting  in  Specific  Areas; 
Planning,  Plant,  and  Properties 

The  substantive  policy  issues  encountered  in  developing  a  provi- 
sional plan  through  FY  74  for  Planning,  Plant,  and  Properties  are  dis- 
cussed at  length  in  the  1971  -72  Report  of  the  Priorities  Committee 
(pp.  248-253).   Here  we  are  concerned  primarily  with  the  formulation  of 
the  recommendations  described  in  the  Report  —  what  objectives  we  were 
seeking  to  attain  and  what  procedures  were  employed.   It  is  hoped  that  the 
discussion  of  this  area  —  the  last  specific  budget  area  to  be  de?.lt  with  in 
this  section  --  will  illustrate  the  general  approach  used  in  considering  all 
supporting  services. 

In  the  light  of  the  overall  financial  situation  described  earlier,  our 
main  goal  for  Planning,  Plant,  and  Properties  was,  of  course,  simply  to 
achieve  substantial  savings  in  operations,  and  to  begin  achieving  them  as 
soon  as  possible.    However,  we  also  adopted  at  the  outset  an  important 
qualification  to  this  objective:  that  the  savings  must  not  be  achieved  by 
deferring  essential  maintenance,  lest  the  physical  plant  deteriorate  and 
require  expenditure  of  much  larger  sums  later  on.    It  seemed  to  us  that 
this  would  be  the  worst  sort  of  fals«  economy.   Of  necessity,  then,  the 
savings  would  need  to  be  made  by  curtailing  the  various  sorts  of  services 
provided  by  this  farflung  department. 

It  soon  became  clear  as  well  that  there  were  two  kinds  of  dis- 
tinctions which  needed  to  be  made  in  analyzing  this  set  of  problems: 

First,  some  issues  could  be  decided  quickly  and  others  could  not 
be  resolved  sensibly  in  the  time  available  for  preparation  of  the  FY  72 
budget  and  the  firot  version  of  a  longer-range  provisional  plan.  Ques- 
tions  which  could  not  be  resolved  in  the  near  term  were  set  aside  for 
further  study,  but  with  explicit  timetables  so  that  they  would  not  remain 
indefinitely  in  limbo. 

Second,  we  needed  to  distinguish  between  costs  which  were  subject 
to  a  good  deal  of  control  and  those  which  were  relatively  "uncontrollable,  " 
especially  in  the  short  run.   Examples  of  the  latter  are  taxes  and  insur- 
9jace  premiums.  '      im  ' '  ' 
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With  these  distinctions  in  mind,  the  process  of  analysis  began. 
While  the  Director  of  the  Budget,  in  consultation  with  a  subcommittee  of 
the  Priorities  Committee,  established  general  guidelines  for  the  analysis 
(as  explained  below),  it  should  be  emphasized  that  most  of  the  real  work 
of  analysis  --  identifying  sources  of  savings,  costing  them  out,  and 
describing  the  impact  on  services  —  was  done  by  the  General  Manager  of 
Planning,  Plant,  and  Properties  and  his  staff.   Without  his  understanding 
of  the  general  objectives  of  the  whole  process  of  budget  review,  and  his 
active  cooperation  in  the  always  painful  process  of  proposing  reductions 
in  his  budget,  it  would  have  been  impossible  to  make  anything  like  as 
much  progress  as  was  made  in  understanding  the  choices  open  to  us  in 
this  area. 

With  the  two  distinctions  noted  above  in  mind,  the  General 
Manager  and  his  associates  began  exploring  the  implications  --  for  the 
programs  and  levels  of  service  provided  by  the  department  --of  four 
alternative  budget  levels  proposed  for  consideration  by  the  Director  of 
the  Budget  (none  of  which  took  salary  increases  into  account,  since  this 
subject  was  being  treated  separately  in  the  budget  review):  (1)  one  which 
held  controllable  costs  constant  through  FY  74,  but  allowed  uncontrollable 
costs  to  rise  as  expected;  (2)  another  which  held  total  dollars  constant 
through  FY  74,  thus  requiring  "absorption"  of  uncontrollable  cost  in- 
creases through  cuts  in  levels  of  services;  (3)  one  which  allowed  pre- 
dicted attrition  of  personnel  to  reduce  the  ranks  over  time  (but  with  no 
layoffs)  by  simply  not  filling  vacancies  as  they  occurred;  and  finally  (4) 
a  budget  level  even  lower  than  any  of  these.  Very  early  in  the  process, 
the  subconunittee  concentrated  its  attention  on  numbers  (1)  and  (4)  above, 
'    and  finally  recommended  number  (4)  —  the  most  restrictive  of  all  --to 
•the  full  Priorities  Committee  at  its  November  17,  1970,  meeting. 

As  set  forth  in  a  memorandum  to  the  Committee,  the  recommended 
budget  level  would  require: 

1.  A  more  than  25%  reduction  in  the  janitorial  and  grounds 
force  over  three  years  (through  attrition). 
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2.  A  15%  reduction  in  professional  staff. 

3.  A  near  moratorium  on  improvements  to  existing 
building  space. 

4.  Elimination  of  a  bus  service  being  provided  by  the 
University. 

5.  Other  economies  such  as  a  15%  reduction  in  the  level 
of  interior  painting. 

The  Priorities  Committee  discussed  these  proposals  of  the  General 
Manager  at  some  length  with  him  and  with  the  subcommittee  that  had  been 
following  this  area  all  along.    Members  felt  that  even  more  information 
was  needed.   For  example,  in  view  of  the  overall  budgetary  situation,  it 
seemed  important  to  know  what  would  happen  if  smother  $100,  000-$200, 000 
was  cut  from  the  re<|^t  for  FY  72.    Would  it  be  possible  to  provide  a 
curtailed  bus  service  to  serve  the  needs  of  students  who  have  classes  or 
research  projects  at  the  Forrestal  campus  (several  miles  from  the  main 
campus),  rather  than  eliminate  the  service  entirely,  and  still  achieve 
some  of  the  projected  savings?  The  subcommittee  and  the  General 
Manager  went  back  to  work  on  these  and  other  que^ions  raised  at  the  first 
meeting  of  J;he  full  Committee  devoted  to  this  subject. 

On  December  7,  1970,  the  subcommittee  transmitted  another 
report  to  the  full  Committee,  answering  the  questions  posed  at  the  earlier 
riieeting,  including  those  mentioned  above.    Additional  possible  economies 
totaling  more  than  $200, 000  had  been  identified,  but  the  subcommittee  did 
not  recommend  them  because  the  impact  on  services  provided  and  on  the 
personnel  providing  them  would  have  been  quite  severe.  The  subcom- 
mittee also  recommended  a  curtaUed  bus  service  which  would  achieve 
most  of  the  savings  anticipated  in  the  earlier  memorandum -and  yet  serve 
the  minimal  needs  of  the  students. 

.  The  subcommittee's  revised  recommendations  —  which  called  for 
a  reduction  of  $236,  000  from  the  FY  71  base  for  FY  72  and  savings  of 
nearly  $500,  000  by  FY  74  (see  Figure  4  on  p.  251  of  the  1971-72  Report  of 


-  106  - 


the  Priorities  Committee)  —  met  with  the  approval  of  the  full  Committee 
and  were  incorporated  in  the  final  set  of  recommendations  to  the  President. 

This  experience  in  v/orking  on  the  FY  72  budget  for  Planning, 
Plant,  and  Properties  contrasted  sharply  with  our  experience  the  previous 
year  when  we  had  not  succeeded  in  making  reductions  nearly  so  substantial. 
The  major  difference  was  the  far  more  active  involvement  of  the  head  of 
the  department  from  the  beginning  of  work  on  the  FY  72  budget.   There  is 
a  real  limit  to  what  can  be  accomplished  centrally.  A  second  important 
difference  —  which'in  turn  had  much  to  do  with  the  closer  cooperation 
between  the  department  and  the  central  budget  officers      was  the  explicit 
recognition  by  this  year's  Priorities  Committee  that  reducing  expenditures 
for  Planning,  Plant,  and  Properties  would  mean  lower  levels  of  services 
(e.  g. ,  offices  and  laboratories  cleaned  less  often)  and  that  the  onus  for 
these  changes  should  not  rest  with  the  Department  of  Planning,  Plant,  and 
Properties.   Accordingly,  the  Priorities  Committee  took  pains  iiX  its 
^QPo^'t  to  call  attention  to  the  reductions  in  services  that  would  have  to  be 
accepted,  to  make  clear  that  the  members  of  the  Committee  were  recom- 
mending these  reductions,  and  to  ask  for  the  understanding  of  all  faculty, 
staff,  and  students  affected  by  them. 
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End  of  the  Fall  Budget  Cvcle  and  Consideration  of 
Further  Reductions  in  the  Budget  Base;  The  Cases 
of  Slavic  Languages  and  Literatures  and  Athletics 

As  we  have  tried  to  explain,  all  of  our  discussions  of  what  should 
happen  in  1971-72  were  couched  in  terms  of  projections  extending  through 
1973-74.   Of  course  much  of  our  effort  during  the  fall  budget  season  was 
of  necessity  directed  to  a  detailed"  analysis  of  the  implications  of  various 
budget  proposals  for  the  coming  year.   Nevertheless,  an  knportant 
objective  of  the  fall  budget  work  was  the  establishment  of  a  multi-year 
program  base. 

In  establishing  this  base,  we  did  not  simply  extrapolate  into  the 
future  our  budget  recommendations  for  FY  72.   As  discussed  above,  in 
the  areas  of  student^aid  and  operation  of  the  physical  plant,  our  recom- 
mendations were  made  in  the  context  of  three -year  plans.   In  the  case  of 
the  operation  of  the  physical  plant,  these  plans  involved  large  phased 
reductions  from  the  current  level  of  effort.   In  areas  for  which  we  did  not 
have  detailed  plans  to  consider,  we  projected  expenses  at  rates  of  growth 
well  below  past  rates  of  growth.    The  net  result  was  the  establishment  of 
a  multi-year  program  base  that  included  a  significant  reduction  from  the 
current  year's  base.   We  regard  the  fall  budget  cycle  (and  the  establish- 
ment of  the  multi-year  base)  as  having  ended  on  January  20,  1971,  when 
we  released  The  Report  of  the  Priorities  Committee  to  the  President; 
Recommendations  Concerning  the  Budget  for  Fiscal  Year  1971-72  (Sec- 
tion II  of  this  document).   The  expenditure  and  income  items  of  the  provi- 
sional plan  discussed  in  that  report  constituted  the  multi-year  program. 
The  provisional  plan  also  contained  an  estimate  of  the  further  reductions 
that  would  need  to  be  made  to  this  progreun  base  to  bring  the  oversdl 
budget  back  into  approximate  balance  by  FY  74. 

From  January  20  forward,  our  attention  shifted  to  specific  ways  of 
achieving  the  further  reductions  in  the  progrsun  base  contained  in  the 
provisional  plan.   In  writing  the  1 971-72  Report  of  the  Priorities  Com- 
had  tried  to  prepare  the  way  for  this  phase  of  our  work  by 
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(1)  stating  clearly  our  belief  that  further  economies  had  to  be  sought 
through  selective  curtailment  of  specific  programs  or  activities  rather 
than  through  across-the-board  reductions  (see  p.  186);  (2)  establishing 
a  dollar  objective  for  further  net  reductions  in  the  program  base  of  the 
budget  approximately  half  a  million  dollars  by  1973-74  (see  pp.  isO- 
181);  and  (3)  listing  the  criteria  we  proposed  to  follow  in  evaluating 
particular  programs  (see  pp.  187-188). 

Actually,  we  had  in  fact  gone  farther  than  this  prior  to  the  release 
of  our  report  in  January,  though  not  far  enough  to  say  anything  publicly. 
At  meetings  of.  the  Priorities  Committee  in  December  and  early  January, 
we  had  discussed  ici  some  detail  not  just  the  general  principles  to  be 
followed  in  achieving  further  savings,  but  specific  programs  which  we 
believed  had  to  be  reviewed  in  this  context.    The  selection  of  programs 
for  review  was,  of  course,  a  sensitive  matter  in  and  of  itself.   We  started 
out  by  listing  about  ten  academic  and  non-academic  programs  which  one 
or  more  members  of  the  Committee  felt  should  be  examined  based  on 
general  impressions  about  overall  quality  and  costliness.   The  Provost 
took  the  lead  in  identifying  programs  for  study,  in  large  part  because  he 
was  in  a  position  to  know  more  about  most  programs  than  other  members, 
but  other  members  also  made  suggestions.   All  members  of  the  Committee 
recognized  that,  while  confidentiality  was  important  in  all  of  the  work  of 
the  Priorities  Committee,  it  was  absolutely  essential  here.    A  great  deal 
of  harm  could  have  been  done  if  participants  in  various  programs  had  been 
frightened  needlessly  by  reports  concerning  the  future  of  their  programs 
which  were  circulated  well  before  the  Committee  itself  had  made  even 
tentative  judgments  concerning  areas  to  be  examined  in  detail.   We  were 
fairly  successful  in  avoiding  this  kind  of  premature  discussion,  but  we 
found  no  way  tij.  prevent  some  rumors  from  circulating. 

Following  preliminary  discussions  within  the  Committee,  tentative 
decisions  were  reached  as  to  which  programs  should  be  reviewed  more 
fully,  and  in  which  order.   These  procedural  decisions  of  course  reflected 
tentative  judgments  concerning  the  applicabiUty  of  the  criteria  listed  in 
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our  report  (and  reproduced  below).   It  must  be  emphasized,  however,  that 
they  also  reflected  a  number  of  practical  considerations  having  to  do  with 
timing.    To  illustrate,  our  decision  to  move  ahead  as  promptly  as  possible 
with  a  full  review  of  Slavic  Languages  and  Literatures  was  based  in  part 
on  the  fact  that  significant  personnel  changes  were  about  to  occur  in  that 
department  and  that  important  decisions  concerning  the  future  simply  had 
to  be  made  soon.   On  the  other  hand,  we  decided  that  the  time  was  not 
right  for  a  full-scale  review  of  any  part  of  the  School  of  Engineering 
because  the  current  Dean  was  retiring  and  his  successor  had  not  yet  been 
named. 

After  the  selection  of  programs  to  review  initially,  officers  of  the 
University  with  direct  responsibUity  for  the  respective  programs  (mainly 
the  Dean  of  the  Faculty,  the  Dean  of  the  Graduate  School,  the  Dean  of  the 
College,  and  the  Executive* Director  of  Administrative  and  Personnel 
Services)  were  then  asked  to  prepare  detailed  materials  for  the  consid- 
eration of  the  Committee.   From  this  point  on,  the  process  of  decision- 
making became  quite  complex  and  can  be  described  best  in  terms  of  the 
two  specific  programs  which  occupied  most  of  our  time  during  the  spring 
term:  (1)  the  graduate  program  in  Slavic  Languages  and  Literatures; 
and  (2)  Athletics. 

The  Graduate  Program  in  Slavic  Languages  and  Literatures.  -- 
The  basic  document  considered  by  the  Committee  in  reviewing  the  graduate 
program  in  Slavic  Languages  and  Literatures  was  a  memorandum  prepared 
by  the  Dean  of  the  Graduate  School.  This  memorandum  is  not  reproduced 
here  because  it  contained,  in  the  nature  of  the  case,  a  number  of  personal 
references.   Suffice  it  to  say  that  the  Dean's  memorandum  evaluated  the 
graduate  program  in  Slavic  Languages  and  Literatures  in  terms  of  each  of 
the  eight  criteria  developed  earlier  by  the  Committee.    These  criteria 
played  such  an  important  role  in  our  discussions  that  they  bear  repeating: 


1.     The  quality  of  the  faculty  and  of  the  program  of  graduate 
instruction,  as  they  can  be  inferred  from  the  opinion  of 
•other  scholars  in  the  field,  the  views  of  faculty  members 
in  related  disciplines  at  Princeton,  and  any  available 
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evidence  based  on  the  opinions  and  experiences  of 
graduate  students. 

2.  The  number  and  quality  of  students  who  have  applied  for 
graduate  study  at  Princeton  in  the  field,  who  have 
accepted  admission,  and  who  have  completed  the  program. 

3.  The  future  of  the  whole  field  of  study  in  terms  of  scien- 
tific and  scholarly  trends  and  in  terms  of  national  needs. 

4.  The  national  contribution  of  the  Princeton  graduate  pro- 
gram, viewed  in  the  context  of  the  number  of  other  strong 
programs,  whether  or  not  they  are  operating  below  their 
desirable  size,  and,  in  general,  whether  suspension  of  a 
program  at  Princeton  would  have  a  seriously  adverse 
effect  on  opportunities  for  graduate  study. 

5.  The  comparative  advantage  of  Princeton  in  the  field  -- 
that  is,  the  ability  of  Princeton  to  make  a  particular 
contribution  to  the  field  in  question  because  of  special 
factors  such  as  a  long  tradition  of  good  work  in  the 
subject,  unusually  strong  library  resources,  and  so  on. 

6.  The  interactions  between  graduate  study  in  the  field  in 
question  and  graduate  work  and  scholarship  in  other  fields 
at  Princeton,  and  the  likely  effects  of  suspending  work  in 
the  field  on  other  programs  and  faculty  members. 

7.  The  interaction  between  graduate  study  in  the  field  and 
the  quality  and  variety  of  undergraduate  offerings  in  the 
same  field. 

8.  The  costliness  of  work  in  the  field,  measured  in  terms  of 
instructional  costs,  student  support,  library  costs,  space 
costs,  and  so  on. 

In  attempting  to  assess  the  quality  of  the  program  (criterion  1),  the 
Dean  made  use  of  a  variety  of  sources.    The  American  Council  on  Educa- 
tion report,  "A  Rating  of  Graduate  Programs,  "  was  a  useful  starting 
point.  While  all  surveys  of  this  kind  suffer  from  well-known  limitations 
and  must  be  used  along  with  other  evaluations,  we  regard  the  most  recent 
ACE  survey  as  a  very  well  done  summary  of  the  opinions  of  scholars  in 
their  own  fields  and,  as  such,  an  important  source  of  information.  We 
would  not  —  and  did  not  —  attach  great  weight  to  the  particular  numerical 
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ranking  of  departments,  but  we  did  attach  considerable  importance  to  the 
groupings  of  departments  and  to  general  measures  of  performance  (e.g., 
the  percentage  of  raters  who  regarded  the  graduate  faculty  as  "distinguished 
and  strong"  at  institutions  on  the  .tuargln  between  groups). 

It  should  be  noted  that  the  Princeton  program  in  Slavic  was  not 
badly  rated  in  any  absolute  sense.  In  terms  of  "effectiveness  of  doctoral 
program,  "  Princeton  was  one  of  six  universities  rated  in  the  third  group 
in  Russian,  with  only  seven  universities  rated  above  this  third  group. 
Nevertheless,  in  seeking  to  reduce  the  budget  base,  we  had  no  choice  but 
to  consider  the  relative  performance  of  various  programs  at  Princeton  as 
well  as  absolute  measures;  and,  among  the  twenty-six  Princeton  depart- 
ments and  programs  rated,  we  could  not  overlook  the  fact  that  Russian 
was  one  of  only  three  rated  in  the  third  group  in  terms  of  effectiveness. 
Finally,  it  should  be  stressed  that  in  addition  to  considering  the  ACE 
ratings,  the  Dean  talked  directly  with  many  faculty  at  Princeton  and  with 
individuals  at  other  institutions.   He  certainly  did  not  rely  solely  on  the 
numerical  ratings. 

Data  on  numbers  and  quality  of  graduate  students  (criterion  2)  were 
obtained  directly  from  records  (and  individual  folders)  in  the  Office  of  the 
Dean  of  the  Graduate  School. 

Considerable  time  was  spent  by  the  Dean  in  investigating  the  likely 
effect  of  suspending  the  Princeton  graduate  program  in  Slavic  Lanfj-uages 
and  Literatures  on  the  field  at  large  (criteria  3  and  4).   In  particular,  he 
attempted  to  determine  whether  there  were  empty  places  for  students 
elsewhere.   His  conclusion  was  that  three  of  the  four  leading  Slavic  depart- 
ments were  undersubscribed  and  that  therefore  we  would  not  be  depriving 
good  students  of  opportunities  for  graduate  study  if  we  were  to  suspend  our 
program.   On  the  contrary,  the  Dean  concluded  that  a  somewhat  greater 
concentration  of  graduate  students  at  those  institutions  with  the  very  best 
programs  in  Slavic  Languages  and  Literatures  would  be  desirable  from  a 
national  standpoint. 
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In  the  case  of  Slavic,  the  relatively  recent  strengthening  of  the 
Library  and  the  existence  of  considerable  faculty  strength  in  related  fields 
meant  that  Princeton  had  particular  reasons  for  staying  with  this  subject 
(criterion  5);  however,  as  comparisons  were  made  with  other  programs,  • 
it  seemed  hard  to  argue  that  Princeton  possessed  as  strong  a  comparative 
advantage  in  this  field  as  in,  say.  Near  Eastern  or  East  Asian  Studies, 
where  special  libraries  exist. 

From  the  outset  one  of  our  major  concerns  was  the  likely  effect  of 
suspending  graduate  work  in  Slavic  Languages  and  Literatures  on  other 
departments  and  programs  within  the  University  (criterion  6).  These 
intramural  effects  were  examined  by  the  Dean  in  a  lengthy  series  of 
conversations  with  the  Chairman  of  the  Council  on  International  and 
Regional  Studies,  the  Director  of  the  Program  in  Russian  Studies,  the 
Chairman  of  the  Program  in  Linguistics,  and  a  number  of  other  faculty 
members.   On  careful  examination  it  appeared  as  if  the  direct  effects  of 
suspension  would  be  sUght,  especially  in  view  of  the  relatively  small 
number  of  students  in  these  other  programs  who  had  been  electing  courses 
in  the  language  and  literature  area.   However,  concern  was  expressed 
about  the  less  tangible  effects  on  morale  and  esprit. 

The  Dean  of  the  College  took  the  major  responsibility  for  assessing 
the  likely  effect  of  suspending  the  graduate  program  in  Slavic  on  the  under- 
graduate program  (criterion  7),  and'his  memorandum  on  this  aspect  of  the 
matter  also  benefited  from  conversations  with  colleagues  in  other  insti- 
tutions, some  of  whom  had  only  undergraduate  programs.   Since  it  was 
the  view  of  all  of  us  that  the  maintenance  of  a  strong  undergraduate  pro- 
gram was  very  important  to  a  wide  range  of  students  and  faculty  in  a 
variety  of  related  fields,  the  possible  consequences  for  the  undergraduate 
program  were  weighed  carefuUy.   The  Dean  of  the  College  concluded  that 
a  good  undergraduate  program  could  be  maintained  if  special  efforts  were 
made  and  if  the  necessary  faculty  cooperation  was  forthcoming. 

The  magnitude  of  savings  associated  with  the  possible  suspension 
of  graduate  work  in  Slavic  Languages  and  Literatures  (criterion  8)  was 
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estimated  by  the  Associate  Provost  and  amounted  to  $100,  000  -  $150, 000 
by  FY  74.   This  estimate  was  based  on  the  assumption  that  any  suspension 
would  take  place  on  a  phased  basis,  with  the  University  admitting  no  new 
graduate  students  but  meeting  commitments  to  current  students,  and  with 
reductions  in  faculty  occurring  only  through  retirements,  resignations, 
and  non-reappointments.    Since  the  components  of  this  estimate  maybe  of 
some  general  interest,  they  are  shown  below  in  tabular  form.  (The 
numbers  given  are  not  from  the  origin-il  estimate  but  reflect  the  final 
results  of  detailed  planning  by  the  departments  concerned  after  the  deci- 
sion to  suspend  the  program. ) 

Table  24 

Slavic  Savings 
($  Thousands) 

FY  72       FY  73       FY  74       FY  75 

Faculty  Salaries  and  Benefits 


(FY  71  level) 

16.2 

48.2 

48.2 

48.2 

Graduate  Students 

Assistants  in  Instruction 

0 

0 

0 

7.4 

Fellowships 

3.7 

2.8 

18.9 

43.8 

Tuition  Lost 

-0 

-3.1 

-17.0 

-43.8 

Graduate  Student  Net 

3.7 

-0.3 

1.9 

7.4 

Library 

28.  6 

35.5 

48.5 

49.9 

Reduction  in  Salary  and 
Benefit  Increases  (above 
FY  71  level) 

1.3 

7.0 

13.2 

18.3 

TOTAL 

49.8 

90.4 

111.8 

123.8 
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The  savings  shown  at  the  bottom  of  the  table  are  net  figures  and 
include  estimates  of  tuition  income  lost  as  well  as  (largely  offsetting) 
savings  in  fellowships.   Particularly  noteworthy  is  the  fact  that  almost 
half  of  total  savings  estiniated  are  in  the  Library.   As  one  part  of  the 
development  of  program  budgeting  tools  (see  Section  IV  of  this  report), 
we  had  prepared  data  for  the  Library  which  permitted  us  to  divide  the 
various  classes  of  expenditure  by  field.   The  Librarian  was  then  able  to 
estimate  what  part  of  total  expenditures  on  the  field  could  be  saved  if  the 
graduate  program  were  suspended.  .In  fact,  the  actual  process  followed 
was  considerably  more  complicated  than  this  in  that  the  Librarian  was 
asked  to  prepare  several  alternative  sets  of  estimates  of  Library  savings 
and  to  describe  the  consequences  of  each.   It  was  on  the  basis  of  this 
analysis,  and  after  considerable  consultation  with  faculty  members 
dependent  on  the  quality  of  our  collections  in  this  field,  that  we  chose  the 
particular  target  numbers  for  the  Library  shown  on  the  table. 

One  final  comment  on  costs:  the  data  on  dollar  savings  described 
above  were  supplemented  by  detailed  figures  on  cost  per  student  derived 
from  faculty  manning  Forms  6  and  7  (described  above).   Plainly,  the 
graduate  program  in  Slavic  Languages  and  Literatures  was  a  very  expen- 
sive undertaking  by  any  reckoning.   At  the  same  time,  it  was  important 
to  recognize  that  certain  fields  like  this  one  are  inherently  more  expen- 
sive than  others,  and  that  if  all  universities  were  to  pursue  budgetary 
goals  by  curtailing  programs  with  high  unit  costs,  the  general  cause  of 
higher  education  would  be  poorly  served.   Perhaps  it  should  be  noted  that 
there  are  a  number  of  other  graduate  programs  at  Princeton  which  are 
considerably  more  expensive  than  Slavic  —  for  example.  Classical 
Archaeology  —  and  we  did  not,  in  fact,  look  first  at  cost  per  student  in 
attempting  to  decide  where  to  make  savings.    Cost  was  listed  as  the 
eighth  criterion  quite  deliberately:  we  felt  it  important  for  it  to  be 
generally  understood  that  we  explicitly  considered  each  of  the  seven 
criteria  concerned  with  educational  quality  and  educational  effects  as 
well  as  the  cost  factor. 


-  115  - 


To  return  now  to  the  discussion  of  procedures,  it  should  be 
recognized  that  the  Dean  of  the  Graduate  School  could  never  have  prepared 
as  comprehensive  an  analysis  as  he  did  without  the  active  participation  of  . 
many  persons,  including  the  Chairman  of  the  Department  of  Slavic 
Languages  and  Literatures.  As  soon  as  the  decision  was  made  to  look  at 
Slavic  in  detail,  the  Chairman  of  the  Department  was  informed  by  the 
Provost  and  the  Dean  of  the  Faculty,  and  bis  cooperation  was  requested. 
Needless  to  say,  this  was  a  most  difficult  and  distasteful  situation  for  the 
Chairman,  and  we  were  exceedingly  fortunate  to  have  in  that  position  an 
individual  who  was  willing  to  be  as  objective  as  possible  in  discussing  his 
own  department  and  who  was  able  to  see  the  reasons  why  the  University 
was  proceeding  as  it  was. 

The  Priorities  Committee  had  three  long  meetings  <5evoted  almost 
entirely  to  Slavic  Languages  and  Literatures.   These  meetings  were 
attended  by  the  President  and  included  presentations  by  the  Deans.  The 
Chairman  of  the  Department  of  Slavic  Languages  and  Literatures  sub- 
mitted a  memorandum  to  the  Committee,  and  memoranda  from  other 
persons  were  also  made  available  to  the  Committee.   After  lengthy  consid- 
eration, the  Committee  concluded  unanimously  that  it  should  recommend 
to  the  President  that  the  graduate  program  in  Slavic  Languages  and 
Literatures  be  suspended.    This  recommendation  was  made  with  great 
regret,  but  with  the  conviction  that  under  present  and  foreseeable 
circumstances  it  is  better  for  the  University  to  do  a  smaller  number  of 
things,  and  to  continue  to  do  them  well,  than  to  accept  a  general  deterio- 
ration in  the  quality  of  the  educational  program. 

After  he  received  the  recommendation  from  the  Priorities  Com- 
mittee, the  President  met  with  the  Chairman  of  the  Department  to  hear  his 
views  directly  and  in  person.   The  President  then  convened  a  special 
meeting  of  the  Faculty  Advisory  Coinmittee  on  Policy  (a  group  elected  by  the 
faculty  at  large)  to  review  the  matter  and  obtain  the  advice  of  this  body. 
Finally,  the  President  presented  a  formal  recommendation  to  a  sub- 
committee of  the  Curriculum  Committee  of  the  Board  of  Trustees  that  the 
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graduate  program  in  Slavic  Languages  and  Literatures  be  suspended.  The 
President's  recommendation  was  accepted  and  the  necessarj-  steps  were 
taken  to  inform  faculty  members  and  students. 

After  the  decision  was  final,  the  Dean  of  the  Faculty,  the  Dean  of 
the  Graduate  School,  and  the  Librarian  were  askied  to  prepare  detailed 
plans  for  implementation.   The  Associate  Provost  designed  a  set  of  tables 
for  each  to  fill  out.    The  tables  were  to  display  the  phased  changes  in 
resource  use  resulting  from  suspending  the  program.    For  faculty,  the 
tables  showed  both  the  changes  in  FTE  faculty  and  the  changes  in  the 
teaching  budget.  For  graduate  students,  the  tables  showed  the  changes  in 
the  number  of  graduate  students,  changes  in  dollars  for  fellowships  and 
Assistants  in  Instruction,  and  tuitions  lost.    For  the  Library,  the  tables 
showed  the  changes  in  acquisitions,  salaries,  and  other  operating  expenses. 

The  filling  in  of  the  tables  was  meant  to  serve  two  purposes.  The 
first  was  to  provide  a  framework  for  the  departments  concerned  to  plan  in 
detail  how  they  would  implement  the  decision  and  to  provide  detailed  esti- 
mates of  the  anticipated  savings.   (The  final  estimates  obtained  in  this 
way  are  shown  in  Table  24. )  The  second  purpose  was  to  record  the  deci- 
sions in  such  a  way  that  the  actual  changes  could  be  monitored  over  time 
as  they  took  place.   In  order  for  monitoring  to  be  possible,  there  has  to 
be  a  base  from  which  the  changes  can  be  measured.   We  had  established 
this  base  in  the  fall  budget  process,  and  we  included  on  the  tables  the  base 
from  which  the  program  changes  would  be  subtracted.   The  establishment 
of  a  base  from  which  changes  can  be  monitored  is  a  point  often  overlooked 
in  planning.    However,  it  is  only  by  explicitly  establishing  a  base  that  we 
can  tell  whether  what  we  plan  to  happen  really  happens. 

Table  25  illustrates  this  part  of  the  process  by  showing  the 
Library  program  change  associated  with  the  Slavic  decision.    The  Librar- 
ian used  as  his  base  the  FY  71  levels  of  expenses  and  presented  changes 
from  this  level  in  terms  of  FY  71  salaries  and  prices.   Starting  with  this 
information,  we  modified  the  Priorities  Committee  provisional  plan  for 
the  Library.    The  provisional  plan  included  no  increase  in  Library 
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expenses  in  FY  72,  and  a  3%  increase  for  both  FY  73  and  FY  74.  We 
obtained  the  adjusted  provisional  plan  shown  on  the  table  by  subtracting 
from  the  original  plan  the  Librarian's  proposed  reduction  for  FY  72 
occasioned  by  the  Slavic  decision,  the  reduction  for  FY  73  increased  by 
1.  03  and  the  reduction  for  FY  74  increased  by  (1.  03)^. 

The  Library  staff  found  it  most  convenient  to  work  in  terms  of 
the  current  year  levels  of  expenditures.   We  were  then  able  to  convert  the 
changes  from  the  current  year's  base  in  terms  of  current  year  salaries 
and  prices  into  changes  to  the  actual  program  base  to  obtain  a  new  program 
base.   In  this  case  we  assumed  that  Slavic  would  have  received  a  propor- 
tional share  of  the  increases  in  the  Library  budget  contained  m  the 
provisional  plan.    Thus  we  increased  the  reductions,  in  FY  73  and  FY  74 
by  the  appropriate  factors  for  total  Library  in  the  provisional  plan.  In 
addition  we  assumed  that  the  salaries  and  benefits  deleted  at  FY  71  levels 
would  have  been  increased  by  the  overall  factor  for  salary  and  benefit 
increases  in  the  proviisional  plan.    Thus  we  increased  these  reductions 
by  the  overall  salary  increase  factor  for  FY  72,  FY  73,  and  FY  74.  The 

resulting  reduction  in  salary  increases  for  the  Library  is  part  of  the 
last  item  (Reduction  in  Salary  and  Benefit  Increases)  in  Table  24. 

As  is  evident  from  this  account,  a  great  deal  of  time  was  devoted 
to  consideration  of  the  graduate  program  in  Slavic  Languages  and  Liter- 
atures.  A  number  of  different  groups  were  consulted  and  a  great  many 
memoranda  were  exchanged.   Indeed,  the  actual  process  was  more 
involved  than  the  above  description  implies  because  we  telescoped  greatly 
the  discussion  of  the  way  in  which  the  Library  aspect  of  the  matter  was 
handled.    (A  final  decision  on  the  dollar  magnitude  of  the  reduction  in 
Library  expenditures  was  not  iiMide  until  the  end  of  ^^I^ 
many  consultations. )  It  is  hard  to  be  sure,  even  in  retrospect,  whether 
the  procedure  needed  to  be  so  involved.   However,  we  are  still  inclined 
to  think  that  all  of  the  work  was  necessary.    We  believe  that  it  was 
important  to  be  extremely  thor^^  under 
consideration  was  an  important  one,  in  pa^rt  becau     this  was  the  first 
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Table  25 

Library  Program  Chanffe 
Expenses 
($  Thousands) 


Library  FY  71  Base 
Acquisitions 
Salaries  and  Benefits 
Other  Operating  Expenses 

Total  Base 


Slavic  Program  Change 
(FY  71  levels)  Alternative  lA 
Acquisitions 

Program  Base 

Reduction 

Adjusted  Program  Base 

Salaries  and  Benefits 
Program  Base 
Reduction 

Adjusted  Program  Base 

Other  Operating  Expenses 
Program  Base 
Reduction 

Adjusted  Program  Base 

Total  Slavic  Program  Base 

Total  Reduction 

Total  Adjusted  Program  Base 


Adjusted  Library  Base 
Acquisitions 
Salaries  and  Benefits 
Other  Operating  Expenses 

Total  Adjusted  Program  Base 


FY  70 

FY- 71 

FY  72 

FY  73  V 

FY  74 

Actual 

Est. 

Proj. 

Proj. 

Proj. 

1, 174 

1,  284 

1,284 

1,284 

1,284 

1,862 
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decision  of  its  kind  to  be  made  in  recent  years, and  in  part  because  we 
knew  that  the  decision  could  affect  significantly  the  future  of  a  number  of 
individuals  who  had  contributed  much  to  the  University  pver  a  long  period. 

Athletics.  --  A  second  program  area  which  received  a  great  deal 
of  attention  during  the  spring  of  1971  was  Athletics.    It  differed  from 
Slavic  Languages  and  Literatures  in  that  the  Committee  had  already  recom- 
mended a  reduction  in  its  program  base  in  its  January  report  ($68,  000  in 
FY  71  costs).   The  Committee's  general  views  concerning  Athletics 
and  the  special  problems  involved  which  result  from  regulations  imposed 
by  regulatory  bodies,  the  intense  nature.of  intercollegiate  competition, 
and  the  likely  effects  of  various  decisions  on  alumni  support  --  are 
discussed  in  the  1971-72  Report  of  the  Priorities  Committee  (pp.  216-219) 
and  need  not  be  repeated.here.   It  should  be  noted,  however,  that  in  that 
report  the  Committee  signaled  clearly  its  intention  of  achieving  reductions 
in  the  program  base  beyond  those  detailed  in  recommendations  for  FY  72: 
". . .  we  believe  that  some  part  of  the  further  reduction  in  the  program 
base  required  by  our  provisional  plan  must,  in  all  likelihood,  come  from 
Athletics"  (p.  217). 

\        In  recommending  the  initial  reductions  in  the  program  base  of 
Athletics  we  had  proposed:  \ 

1.  A  reduction  of  pre -game  training  meal  budgets. 

2.  Elimination  of  travel  support  for  cheerleaders  and 
tlie  band  for  out-of-town  football  games. 

3.  Elimination  of  general  funds  support  for  team  banquets. 

4.  Reduction  of  general  security  at  games. 


A  d^^^  to  drop  a  program 

in  Korean  studies,  but  this  had  been  a  much  smaller  program  with  far 
loQser  connections  to  the  rest  of  the  University. 
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5.  Elimination  of  selected  intercollegiate  contests, 
including  a  number  involving  extensive  travel. 

6.  Elimination  of  freshman  teams  in  certain  sports  in 
which  freshmen  could  be  eligible  for  varsity 
competition. 

In  attempting  to  find  ways  to  achieve  further  savings  without 
sacrificing  the  important  contributions  made  by  Athletics  to  the  life  of  the 
University,  the  Committee  relied  heavily  on  a  study  carried  out  over 
several  months  by  a  subcommittee  which  was  chaired  by  the  Executive 
Director  of  Administrative  and  Personnel  Services  and  which  consulted 
extensively  with  coaches,  team  captains,  and  alumni  representatives.  As 
in  the  case  of  Slavic  Languages  and  Literatures,  a  lengthy  report  was 
prepared  for  consideration  by  the  full  Committee.    This  document  dis- 
cussed the  pros  and  cons  of  "vertical  cuts"  (eliminating  whole  sports  at 
all  levels  of  competition)  versus  "horizontal  cuts"  (reducing  the  number 
of  teams  or  the  level  of  expenditures  in  many  sports)  and  included  a  table 
summarizing  for  each  sport:  (1)  the  number  of  varsity,  junior  varsity, 
and  freshman  contests;  (2)  the  direct  expenses  included  in  the  FY  71 
budget;  (3)  income  from  ticket  sales,  etc. ,  projected  for  FY  71;  (4)  the 
net  cost  of  each  sport;  (5)  the  number  of  student  participants;  (6)  the 
number  of  student  award  winners;  and  (7)  the  costs  --  gross  and  net  -- 
per  participant  and  per  award  winner  in  each  sport.    Finally,  the  table 
included  a  rating  by  the  subcommittee  (A  to  C)  of  the  value  of  each  sport 
taking  into  account  the  above  data  plus  estimates  of  the  carry-over  value 
of  each  sport,  the  historical  importance  of  the  sport  at  Princeton,  likely 
effects  of  suspending  the  sport  on  admissions  and  alumni  relations,  and  so 
on.    The  compilation  of  these  data  proved  extremely  useful  to  the  Com- 
mittee ^d,  taken  in  conjunction  with  the  results  of  the  discussions  with 
cpachesi  players,  and  supporters  of  the  various  sports,  had  a  great 
effect  on  the  thinking  of  many  members.. 

In  fact,  the  Cbnunittee  moved  aiway  from  its  fir  which 
had  been  to  consider  seriously  the  abolition  of  a  whole  sport.   We  moved 
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away  from  this  position  in  large  part  because  the  data  showed  that  the  net 
savings  to  be  realized  (excluding  overhead  costs)  in  those  sports  which 
were  at  all  possible  from  this  standpoint  were  really  rather  modest  (a 
maximum  of  about  $40,  000  per  year),  when  compared  with  the  importance 
many  students  and  others  attached  to  each  of  these  sports.  Particularly 
persuasive  were  the  arguments  of  the  student  participants  (including  the 
football  players,  whose  sport  does  not  entail  any  net  costs,  measured 
incrementally):  viz. ,  that  they  hoped  the  University  would  find  ways  to 
economize  further  in  the  operation  of  all  sports  before  depriving  students 
interested  in  any  one  sport  of  the  opportunity  to  participate  at  all. 

Accordingly,  the  Committee  ended  up  recommending  a  variety  of 
further  reductions,  totaling  about  $80,000  per  year,  which  could  be 
characterized  as  basically  "horizontal:"  (1)  additional  savings  in  equip- 
inent  purchases,  travel,  etc. ;  (2)  further  cuts  iu  training  table  expenses 
for  football  involving  the  elimination  of  all  lunches;  (3)  decisions  to 
reduce  the  coaching  staff,  mainly  through  attrition.    These  recommenda- 
tions were  adopted  by  the  President  (who  participated  actively  in  the  dis- 
cussions leading  up  to  them)  and  transmitted  by  him  to  the  Director  of 
Athletics.    Monitoring  procedures  were  then  established  for  Athletics 
similar  to  those  described  above  for  Slavic  Languages  and  Literatures. 

As  this  account  is  being  written,  a  cooperative  study  of  Ivy  League 
Athletics  is  being  carried  out  under  the  auspices  of  the  presidents.  This 
study  could  lead  to  discussions  among  the  presidents  which  might  both 
improve  the  overall  climate  of  Ivy  League  athletics  and  reduce  costs. 
That  is  certainly  the  hope  of  many  of  us.   Whatever  the  result,,  the  work 
we  have  done  to  date  has  convinced  us  that  decisions  affecting  Athletics, 
no  less  than  decisions  affecting  academic  progrzuns,  can  benefit  greatly 
from  careful  analysis  of  costs  and  benefits  to  the  institution.  Indeed,  it 
may  be  truer  of  Athletics  than  of  most  activities  that  initial  impressions 
of  costs  and  benefits  can  be  quite  niisleading. 

Other  Areas.—  Having  achieved  further  reductions  in  the  program 
base  by  FY  74  of  approximately  $190,  000  in  Slavic  and  Athletics  combined. 
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out  Committee  continued  to  seek  possible  savings  in  other  areas.   In  due  \ 
course  recommendations  were  made  that  resulted  in  the  overall  reduction  \ 
of  $500,  000  in  the  program  base  (beyond  what  was  recommended  for  FY  72) 
contemplated  by  the  provisional  plan. 
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Participation  in  the  Decision -Making  Process; 
General  Impressions  of  the  Work  of  the 
Priorities  Committee 

Having  described  various  aspects  of  our  work  in  some  detail,  we 
shall  now  conclude  this  part  of  our  report  with  some  general  observations 
on  experience  to  date  with  the  Priorities  Committee,  viewed  from  the 
standpoint  of  its  role  in  the  process  of  reaching  and  communicating  deci- 
sions on  resource  allocation. 

While  those  of  us  who  have  shared  responsibility  for  the  preparation 
of  this  report  can  hardly  claim  to  be  disinterested  observers,  we  do 
believe  that  the  Priorities  Conunittee  has  been  successful  in  two  important 
respects: 

First,  the  work  of  the  Committee  has  helped  us  make 
bett(?r  decisions  than  we  would  have  made  otherwise. 

—    Second,  the  Committee  has  helped  to  increase  under- 
standing of  the  University's  financial  situation,  and 
what  we  are  trying  to  do  about  it,  among  students, 
faculty,  administrators,  alumni,  and  others. 

The  contributions  of  the  Committee  to  the  quality  of  the  decisions 
reached  have  been  many.   The  very  presence  of  tUe  Committee,  with 
meetings  and  agendas  scheduled  on  a  regular  basis,  has  served  as  a  use- 
ful discipline  for  members  of  the  administrative  staff  responsible  for 
preparing  budget  materials  of  all  kinds.    Similarly,  the  knowledge  that  a 
variety  of  individuals  with  differing  perspectives  would  be  asking  hard 
questions  has  improved  the  quality  of  budget  submissions  as  well  as  the 
quality  of  the  reviewing  process.   We  are  convinced  that  these  "announce- 
ment effects"  have  been  extremely  important  even  though  hard  to  define 
very  precisely. 

The  more  direct  way  in  which  the  Committee  has  contributed  to 
better  decisions  has  been,  of  course,  through  the  ideas  and  exchanges  of 
viewpoints  expressed  in  the  meetings  of  the  Committee.   Thus,  the 
detailed  plan  for  meeting  the  crisis  in  the  financing  of  graduate  education 
which  is  summarized  in  the  Committee 's  Report  for  1972-73  evolved  in 
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the  course  of  four  long  meetings  in  which  various  proposals  were  tried 
out,  modified,  presented  again,  and  so  on,  but  always  in  the  context  of 
the  budget  as  a  whole  and  the  competing  claims  of  many  important  activ- 
ities.  In  any  number  of  other  instances  particular  perspectives  of  indi- 
vidual members  of  the  Committee  led.  to  savings  which  we  might  not  have 
identified  in  the  absence  of  the  Committee.   To  cite  a  mundane  example, 
student  members  advised  against  spending  money  on  a  proposed  smoke 
detection  device  because  their  detailed  knowledge  of  living  habits  cast 
serious  doubt  on  its  likely  effectiveness. 

The  role  of  the  Committee  in  promoting  a  broader  and  deeper 
understanding  of  the  University's  financial  circumstances  also  needs  to  be 
viewed  along  several  dimensions.  The  reports  of  the  Committee  to  the 
President  have  been  written  with  the  objective  of  informing  as  many  people 
as  possible  of  the  nature  and  causes  of  the  financial  pressures  affecting 
the  University  as  well  as  of  the  specific  steps  being  proposed  to  deal  with 
the  situation.    Copies  of  the  reports  have  been  sent  to  all  department 
heads,  to  members  of  key  faculty,  student,  and  staff  committees,  to  all 
members  of  the  Board  of  Trustees,  and  to  individuals  who  expressed 
interest.   In  addition,  copies  were  available  for  general  perusal  in  depart- 
ment offices  and  the  Library.    Some  1,  800  copies  of  the  Report  for  1971-72 
were  sent  to  other  colleges  and  universities  at  the  request  of  the  American 
Council  on  Education. 

The  reports  were  also  used  as  the  basis  for  lengthy  articles 
pubUshed  in  the  Daay  Princetonian  and  the  Princeton  Alumni  Weekly  and 
for  special  mailings  to  alumni.   These  summaries  proved  very  useful 
because  we  could  not  expect  very  many  people  to  read  the  reports  in  their 
entirety,  given  their  length  (133  pp.  in  1971-72  and  70  pp.  in  1972-73).  At 
the  same  time,  we  thought  it  was  necessary  to  make  available  to  those  who 
were  interested  a  full  account  of  our  recommendations  and  the  thinking  that 
lay  behind  them.   In  this  way  we  have  sought  to  raise  the  general  level  of 
discussion  of  priorities  and  to  dispel  misconceptions. 
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Thus,  the  reports  themselves  and  the  articles  based  on  them  have 
served  as  the  primary  basis  of  communication  between  the  Committee  and 
other  groups.   We  have  tried  to  supplement  these  written  accounts  of  our 
work  by  arranging  various  meetings  at  which  the  Chairman  and  other  mem- 
bers  of  the  Committee  were  available  to  answer  questions  and  to  participate 
in  discussion  of  the  central  propositions.   Meetings  of  this  kind  have  been 
held  with  departmental  chairmen,  the  Council  of  the  Princeton  University 
Community  (a  body  representing  students,  faculty,  staff,  and  alumni),  and 
Trustees.   These  meetings  have  been  rather  uneven  in  their  overall 
quality,  with  some  extremely  good  sessions  and  some  of  a  much  more 
perfunctory  nature.   The  very  complexity  of  the  subject,  combined  with 
the  length  of  the  reports,  has  served  to  intimidate  some  people,  and  we 
have  found  no  really  satisfactory  solution  to  this  problem. 

The  final  mode  of  communication  to  be  mentioned  is  the  least  for- 
mal of  all  —  conversations  among  individual  members  of  the  Committee 
and  students,  faculty,  administrators,  and  others.   While  time-consuming, 
and  inevitably  limited  in  terms  of  the  number  of  individuals  who  could  be 
involved,  this  kind  of  opportunity  for  discussion  has  been  important  in 
providing  both  information  and  a  genuine  sense  of  "contact"  for  many  indi- 
viduals.  The  burden  on  members  of  the  Committee  has  been  considerable  -- 
especially  when  they  have  had  to  defend  unpopular  decisions  before  col- 
leagues and  friends      but  the  benefits  to  the  University  from  conversations 
of  this  sort  have  been  substantial. 

It  would  be  an  error,  however,  to  give  the  impression  that  these 
various  efforts  at  communication  have  produced  anything  approaching  full 
understanding  of  the  University's  fiscal  problems  and  programs  even  within 
the  resident  University  community.  All  of  the  efforts  mentioned  above  not- 
withstanding, there  are  relatively  few  individuals  oh  the  Princeton  campus 
with  a  good  understanding  of  thiese  matters.   Most  people  are  preoccupied 
with  other  things  —  as  they  sKould  be!   Moreover,  there  is  a  natural  reluc- 
tance to  invest  time  in  studying  a  subject  that  is  both  complex  and  some- 
what depressing.  Finally,  it  is  important  to  recognize  the  degree  of 
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"turnover"  that  occurs  within  any  university  community.    Junior  faculty 
members,  as  well  as  students,  replace  one  another  with  some  frequency. 
Accordingly,  a  great  deal  of  patience  and  a  willingness  to  repeat  materials 
are  necessary. 

It  should  be  noted  that  the  individuals  who  have  studied  the  r  eports 
of  the  Priorities  Committee  in  the  greatest  detail  have  tended  to  be  the 
same  individuals  who  are  most  interested  in  all  aspects  of  University  life 
and  most  influential      department  chairmen,  student  government  officers. 
Trustees,  and  so  on.   These  individuals  have  in  turn  helped  a  great  many 
other  people  who  have  come  to  them  with  questionsi   Also,  they  have  been 
able  to  refer  individuals  with  questions  to  the  reports  of  the  Priorities 
Committee.    Thus,  these  reports  have  served  as  reference  documents  in 
an  important  way.  That  is,  when  an  individual  concerned  with  a  particular 
problem  such  as  student  aid  has  come  to  another  student  or  to  an  admin- 
istrative officer  or  faculty  member  with  a  question,  more  often  than  not 
he  has  been  referred  to  the  Report  of  the  Priorities  Committee  for  both  a 
discussion  of  student  aid  policies  and  a  discussion  of  the  context  in  which 
they  were  developed.   Further  discussions  have  then  ensued.   In  this 
important  sense,  the  reports  of  the  Priorities  Committee  have  served  as 
a  beginning,  not  as  an  end,  to  the  process  of  seeking  understanding  and 
support  for  decisions  affecting  resource  allocation. 

If  our  experience  to  date  with  the  Priorities  Committee  has  been  a 
generally  positive  one,  as  we  believe  it  has  been,  what  factors  have  been 
responsible? 

First,  the  composition  of  the  Committee,  in  terms  of  the  kinds  of 
people  represented  on  it,  has  been  very  important.   It  is  a  very  inclusive 
group,  including  as  it  does  undergraduates,  graduate  students,  faculty 
members  from  each  of  the  four  academic  divisions  of  the  University  (and 
at  least  one  non-tenured  faculty  member),  academic  and  financial  officers 
of  the  University,  and  at  least  one  person  from  some  other  administrative 
office.   The  resulting  breadth  of  per spective  has  been  important  both  in 
terms  of  the  ideas  that  have  resulted  from  it  and  in  terms  of  the  barrier 
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it  has  posed  for  representatives  of  any  one  group  who  might  have  wanted 
to  argue  a  parochial  interest  too  strongly.   It  has  been  enlightening  for 
the  student  and  faculty  members  of  the  Committee  to  be  exposed  to  so 
many  facets  of  the  University  and  to  be  made  aware  of  so  many  conflicting 
needs  for  funds.    And  the  administrative  officers  have  benefited  from  the 
opportunity  to  hear  student  and  faculty  concerns  at  first  hand. 

The  presence  on  the  Committee  of  the  Provost,  as  Chairman  ex 
off^c^o*  the  Financial  Vice-President  and  Treasurer,  and  the  Dean  of  the 
Faculty  --as  well  as  the  President  when  his  schedule  permits  --  has 
given  the  Committee  an  important  sense  of  responsibility.   All  of  the  mem- 
bers have  come  to  believe  —  and  rightly  —  that  what  they  say  and  what 
they  recommend  will  be  taken  seriously.    Also,  the  active  participation 
in  the  work  of  the  Committee  of  individuals  with  direct  operating  respon- 
sibility in  various  areas  (e.  g.,  the  Dean  of  the  Faculty  and  the  Executive 
Director  of  Administrative  and  Personnel  Services,  who  normally  meets 
with  the  Committee  although  he  is  not  a  member)  has  meant  that  specific 
questions  have  a  reasonable  chance  of  being  answered  promptly  and  fully. 
Casual  discussions  of  budget  problems  often  suffer  from  lack  of  real 
information  and  from  many  false  rumors  and  assumptions.   Our  Com- 
mittee has  had  within  it  and  available  to  it  sufficient  knowledge  to  permit 
discussions  of  the  real  questions  and  to  prevent  the  group  from  spending 
a  great  deal  of  time  going  down  blind  alleys. 

A  second  factor  which  has  been  as  important  as  the  formal  com- 
position of  the  Committee  has  been  its  composition  in  terms  of  the  kinds 
of  individuals  who  have  served  on  it  and  their  method  of  selection.  Thus 
far  we  have  attracted  to  serve  on  the  Committee  faculty  members  and 
students  of  very  considerable  ability  and  of  broad  outlook.    This  result  is 
attributable  in  part  simply  to  good  luck.    The  high  quality  of  the  group  can 
also  be  attributed,  however,  to  the  method  whereby  its  members  (other 
than  the  ex  officio  riiembers)  are  chosen. 

The  faculty  members 
Committee  are  not  elected  in  any  airect  way.  Rather,  they  are  nominated 
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by  the  Executive  Committiee  of  the  Council  of  the  Princeton  University 
Community.   The  Executive  Committee  itself  is  elected,  with  the  faculty 
members  chosen  by  the  faculty  at  large  and  the  undergraduate  and  graduate 
members  chosen  by  their  respective  constituencies.   In  selecting  indi- 
viduals to  serve  on  the  Priorities  Committee,  however,  we  deliberately 
avoided  an  arrangement  whereby  they  would  be  elected.    To  have  elected 
the  student  and  faculty  members  directly  would  have  been  to  give  them 
more  of  a  sense  of  constituency- orientation  than  we  thought  would  be 
desirable.   That  is,  everyone  serving  on  the  Committee  has  been  meant 
to  worry  abont  the  best  interests  of  the  University  as  a  whole,  not  just  the 
best  interests  of  the  particular  group  from  which  the  individual  comes. 
Haying  the  members  nominated  by  the  Executive  Committee,  rather  than 
elected  directly,  has  helped  convey  this  sense  of  mission  and  this  intent. 

In  nominating  individuals  to  serve  on  the  Priorities  Committee, 
an  attempt  has  been  made  to  find  a  set  of  members  who  will  complement 
each  other,  and  in  this  respect  too  the  process  of  nomination  has  seemed 
superior  to  a  process  of  direct  election.   In  the  nominating  process, 
students  on  the  Executive  Committee  have  not  hesitated  to  comment  con- 
cerning the  qualifications,  or  the  lack  of  qualifications,  of  a  faculty 
member  being  proposed  for  membership  on  the  Priorit.8s  Committee; 
similarly,  members  of  the  faculty  and  of  the  administration  have  partic- 
ipated in  the  choice  of  students  to  serve.   Thus,  in  fact  as  well  as  in 
appearance,  all  of  the  members  of  the  Priorities  Committee  have  enjoyed 
a  certain  degree  of  University- wide  support  and  have  not  been  simply 
creatures  of  particular  constituencies. 

A  third  factor  that  has  had  considerable  effect  on  the  success  of 
the  Priorities  Committee  has  been  the  general  character  and  tone  of  the 
meetings  and  the  extremely  good  personsd  relationships  that  have  existed 
among  the  members.   Faced  with  very  difficult  problems,  and  the  certain 
knowledge  that  whatever  was  recommended  would  be  unpopular  on  many 
fronts,  the  members  of  the  Committee  developed  from  the  beginning  a 
strong  sense  of  camaracierie.   As  one  member  put  it,  we  have  been  a  very 
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"task  oriented"  group,  and  this  has  produced  a  certain  sense  of  common 
purpose.   Also,  the  many  hours  spent  together  have  served  to  reinforce 
this  feeling  of  group  loyalty.   Of  course,  the  spirit  of  any  group  such  as 
this  is  a  fragile  thing,  and  it  can  change  almost  overnight.  It  is  the  indi- 
vidualls  on  the  Committee  who  determine  it,  and  there  is  little  that  can  be 
done  organizationally  to  compensate  for  members  who  are  unable  or 
unwilling  to  contribute  to  this  kind  of  feeling. 

So  far,  at  any  rate,  we  have  been  lucky  in  that  the  individuals  on 
the  Committee  have  respected  each  other's  views,  have  tried  to  learn 
from  each  other,  and  have  avoided  trying  to  make  "points"  at  each 
other's  expense.   .Also,  all  members  of  the  Committee  have  taken  seri- 
ously the  injunction  to  respect  the  right  of  other  members  to  speak  freely 
within  the  Committee  without  fear  of  being  quoted  outside  it.   In  this 
respect  the  confidential  nature  of  the  meetings  of  the  Committee  has  been 
very  important  in  permitting  candid  discussions  and  in  building  good 
personal  relationships.   Also,  the  fact  that  the  Committee  was  set  up  with 
members  chosen  to  serve  staggered  terms  has  been  useful  in  that  it  has 
provided  continuity.   The  continuity  has,  in  turn,  been  helpful  in  carrying 
this  general  set  of  attitudes  forward  from  one  year  to  the  next. 

A  fourth  factor  to  be  noted  as  contributing  importantly  to  the  work 
of  the  Committee  has  been  the  quality  of  the  underlying  analysis.    A  group 
as  diverse  as  the  member s  of  the  Priorities  Committee  can  address 
important  questions  of  policy  effectively  only  if  the  underlying  data  and 
analysis  are  at  hand  and  in  good  form.   At  the  same  time  that  the  Priori- 
ties Committee  was  established,  the  other  work  oh  resource  allocation 
described  at  various  places  in  this  document  was  begun.    The  two  efforts 
have  gone  forward  together,  and  it  is  fair  to  say  that  the  Priorities  Com- 
mittee could  not  have  met  in  the  absence  of  the  other  work  relating  to 
budget  submissionsi  the  collating  of  budget  requests  early  in  the  year, 
the  deriyation  of  plsdiriirig  figures  for  stud  In  the 

absence  of  a  Priorities  Coinnii 

sort  may  exist  in  the  minds  of  various  officers  of  the  University  charged 
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with  making  allocation  decisions,  but  it  may  not  be  committed  to  paper. 
The  presence  of  a  Priorities  Committee  does  require  more  thorough  staff 
work  than  might  be  needed  in  its  absence. 

A  fifth  and  last  factor  to  be  noted  concerns  not  the  Committee  itself 
but  the  nature  of  Princeton  as  a  university  community.   Princeton  is  a 
small  university  and  there  is  a  good  deal  of  agreement  —  though  certainly 
not  unanimity  --on  basic  goals.   The  undergraduate  members  of  the  Com- 
mittee recognize  the  importance  of  the  Graduate  School  and  the  importance 
of  the  scholarly  efforts  of  the  faculty;  the  graduate  students  and  the  faculty, 
in  turn,  recognize  that  Princeton  is  built  around  a  residential  college  and 
that  student  life  concerns  have  long  been  very  important.   Also,  the 
faculty  and  students,  in  general,  recognize  the  important  supporting 
relationship  that  must  exist  between  the  alumni  body  and  a  resident  uni- 
versity community.    In  the  absence  of  some  fair  degree  of  agreement  on 
these  points,  it  would  be  far  more  difficult,  if  not  impossible,  for  a  group 
such  as  the  Priorities  Committee  to  work  together.    In  a  larger  and  more 
complex  institution,  where,  in  the  nature  of  the  case,  there  might  be  less 
sense  of  common  purpose,  it  would  be  far  harder  to  develop  the  kinds  of 
working  relationships  that  have  prevailed  within  this  Committee. 

It  would  be  wrong  to  conclude  this  set  of  impressions  of  the  work 
of  the  Priorities  Committee  without  indicating  some  of  the  basic  questions 
for  the  future  that  concern  us  and  that  should  concern  any  other  institution 
contemplating  making  use  of  a  committee  of  th.o  kind.    Perhaps  the  first 
and  most  basic  question  is:  will  very  good  people  be  willing  to  give  the 
necessary  amount  of  time  to  an  undertaking  of  this  sort?  It  is  one  thing 
to  secure  the  commitment  of  some  of  the  most  effective  members  of  the 
faculty  and  student  body  when  one  is  starting  a  venture  of  this  kind,  and 
when  one  is  faced  with  immediate  crises.   It  is  another  to  secure  the 
services  ^-  and  the  commitment  —  of  individuals  of  the  same  quality  over 
a  longer  period.  What  is  possible  in  this  regard  remains  to  be  seen. 

/  A  second  important  question  a  satisfactory 

balance  be  found  between  the  need  to  avoid  repetition  of  discussion  from 
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one  year  to  the  next  and  the  need  to  give  new  people  on  the  Committee  a 
chance  to  participate  and  to  feel  that  their  views  count?  In  preparing  the 
report  for  1972-73,  the  Priorities  Committee  took  as  "given"  many  of 
the  judgments  and  much  of  the  analysis  done  in  preparing  the  longer 
report  for  1971-72.    If  we  had  not  started  with  the  work  for  1971-72,  and 
regarded  it  as  background,  it  would  have  been  difficult  to  sustain  the 
interest  of  those  members  who  had  participated  in  the  work  of  the  Com- 
mittee the  prior  year.    Their  patience  would  have  been  strained  sorely 
had  we  gone  over  all  the  same  material  again.    At  the  same  time,  the 
new  members  felt,  on  at  least  some  occasions,  that  they  were  having  to 
take  on  faith  things  that  they  would  have  liked  to  have  studied  for  them- 
selves.  While  this  potential  conflict  between  old  and  new  members  can  be 
met  to  some  degree  by  informal  "briefings"  between  members  of  the  staff 
and  new  members  of  the  Committee,  the  underlying  problem  is  a  real  one, 
arid  it  may  well  become  more  serious. 

Our  third  and  last  question  for  the  future  is:  csm  good  relationship 
between  the  Priorities  Committee  and  the  larger  University  community  be 
maintained  as  the  Committee  becomes  more  and  more  part  of  the  estab- 
lished organizationsd  structure  of  the  University?  The  constant  influx  of 
new  members  is  important  in  this  context.  We  will  need  new  ideas  and 
new  perspectives  from  the  larger  University  community.  At  the  same 
time,  the  new  members,  no  less  than  the  old  members,  will  need  to  pay 
attention  to  the  results  of  previous  analysis  and  to  honor  prior  commit- 
ments.  Here  again  there  is  some  inherent  tension  between  the  need  for 
continuity  smd  the  need  for  new  departures; 

Over  the  long  run,  the  answer  to  the  question  of  the  Committee's 
ability  to  relate  effectively  to  the  larger  community  will  depend,  no  doubt, 
more  on  the  quality  of  the  work  of  the  Committee  than  on  anjrthing  else. 
At  any  rate  this  is  our  hope,  since  it  surely  is  the  proper  test. 
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INTRODUCTION 


At  no  time  since  the  depression  of  the  1930 's  has  the  subject  of  university  \ 
finance  been  as  important  as  it  is  now.  It  is  no  exaggeration  to  say  that  the  \ 
decisions  made  in  response  to  the  present  financial  situation  will  have  a  lasting  ! 
effect  on  the  nature  of  Princeton  and,  more  broadly,  on  the  role  that  universities 

i 

of  this  kind  can  be  expected  to  play  within  higher  education.  Nor  is  it  just  the  j 
decisions  themselves  that  matter.  The  ways  in  which  they  are  made  and  1 
received  will  be  no  less  significant.  There  is  no  substitute  for  the  understanding  | 
and  cooperation  of  all  those  who  share  a  commitment  to  the  University  --  under-  ■ 
graduates,  graduate  students,  faculty,  research  personnel,  library  staff,  I 
administrators,  supporting  staff,  trustees,  alumni,  parents  of  students,  and  | 
other  friends.  | 

If  we  are  to  expect  cooperation  and  good  will  from  all  of  these  groups  —  j 
which,  while  sharing  a  common  commitment  to  the  University,  often  have  j 
particular  interests  which  conflict  —  we  must  provide  information.  We  must  | 
explain  frankly  and  fully  the  nature  of  the  overall  problem  and  what  we  believe  I 
can  and  should  be  done  about  it.  Our  hope  is  that  this  report  will  help  to  j 
satisfy  this  obligation.  :  ,. 

We  think  it  will  be  helpful  if  we  state  now  the  two  most  iinportant  themes 
that  we  elaborate  in  the  report.   The  first  is  that  we  are  convinced  that  the 
University's  financial  problems  are  not  temporary.    They  are  made  worse  by 
a  particularly  unfortunate  combination  of  circumstances  in  the  current  year, 
but  they  arise  from  more  basic  causes  that  will  require  difficult  choices  for 
several  years  to  come. 

Our  second  major  theme  is  that  in  coping  with  these  problems  we  are  1 
determined  to  maintain  the  quality  of  Princeton  as  a  university  committed  to  1 
providing  excellent  undergraduate  and  graduate  programs  in  carefully  selected  | 
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fields.    This  implies  that  it  is  better  for  the  University  to  do  fewer  things, 
and  continue  to  do  them  very  well,  than  to  accept  a  general  decline  in  the 
overall  quality  of  its  educational  program. 

This  is  a  long  report,  considerably  longer  than  last  year's,  and  a  brief 
"reader's  guide"  may  be  useful. 

First,  in  Section  I,  we  describe  the  work  of  our  Committee  so  far  this 
year.    We  try  to  provide  some  sense  of  the  procedures  followed  in  arriving  at 
the  recommendations  described  in  this  report.   Also,  we  discuss  some  questions 
of  continuing  importance  concerning  the  relationships  among  the  Priorities 
Committee,  the  President,  other  administrative  officers,  and  the  Board  of 
Trustees. 

Section  II  describes  the  overall  financial  situation  of  Princeton  at  the 
present  time.    Trends  in  expenditures  and  in  income  are  discussed,  our 
recommendations  for  Fiscal  1972  are  summarized,  and  projections  are 
presented  through  Fiscal  1974.   In  addition,  some  attempt  is  made  to  describe 
Princeton's  own  financial  situation  in  the  larger  context  of  the  financial  problems 
facing  all  of  higher  education. 

Section  III  contains  a  statement  of  the  central  principles  the  Priorities 
Committee  has  had  in  mind  in  developing  recommendations  concerning  a  host 
of  particular  programs,  activities,  and  financial  charges. 

Section  IV  contains  an  extended  discussion  of  the  application  of  some 
of  these  general  principles  to  a  number  of  substantive  issues  and  areas: 
(1)  tuition  policy;  (2)  dormitories  and  food  service  operations;  (3)  faculty  and 
staff  housing;  <4)  faculty  manning;  (5)  special  academic  programs;  (6)  the 
library;  (7)  the  computer  center;  (8)  athletics;  (9)  student  aid  at  the  graduate 
level;  (10)  student  aid  at  the  undergraduate  level;  (11)  academic  administration; 
(12)  general  administration  and  other  supporting  services;  (13)  the  operation  and 
maintenance  of  the  physical  plant,  and  (14)  salary  policy. 

Appended  to  the  report  are:  (A)  summary  tables  showing  income  and 
expenditures  for  FY  70  through  FY  72;  (B)  a  list  of  the  principal  assumptions 
underlying  projections  of  income  and  expenditures  for  FY  73  and  FY  74; 
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(C)  a  memorandum  from  the  Provost  to  all  heads  of  departments  setting 
forth  guidelines  to  be  followed  in  preparing  budget  requests  for  1971-72; 
and  (D)  a  detailed  report  on  the  economics  of  dormitories  and  food 
services  prepared  by  Miss  Mary  E.  Procter  and  Mr.  James  P.  Mnookin. 

The  organization  of  the  report  has  posed  difficult  problems 
because  everything  depends  on  everything  else.   For  example,  a  detailed 
understanding  of  the  recommendations  for  FY  72  is  very  helpful  in 
considering  future  plans  while  some  appreciation  of  what  is  likely  to 
happen  in  the  future  is  also  very  helpful  in  considering  recommendations 
for  FY  72.    For  this  reason,  and  because  we  have  tried  to  make  each 
major  section  more  or  less  self-contained,  some  repetition  has  been 
unavoidable. 


In  submitting  this  report  to  the  President,  the  members  of  the 
Priorities  Committee  wish  to  thank  the  Deans  and  heads  of  offices  whose 
cooperation  in  providing  information,  answering  questions,  and  discussing 
sensitive  issues  candidly  has  been  so  important  to  our  work.   We  have 
also  benefited  greatly  from  the  contributions  of  those  individuals  who 
have  met  regularly  with  our  Committee  either  at  the  suggestion  of  the 
Executive  Committee  of  the  Council  or  as  stipulated  in  the  Charter  of 
the  Council:  Mr.  Henry  Bessire,  Vice-President  for  Development; 
Dr.  William  Lewis,  Associate  Provost  for  Resource  Planning; 
Mr.  A.  J.  Maruca,  Executive  Director  of  Administrative  and  Personnel 
Services;  and  Mr.  Carl  Schafer,  Director  of  the  Budget.    Dr.  Lewis 
and  Mr.  Schafer  assumed  responsibility,  respectively,  for  forward 
planning  and  for  the  work  related  to  the  budget  year.   Their  extremely 
effective  work  has  been  indispensable  in  enabling  the  members  of  the 
Committee  to  see  the  real  issues  and  choices  before  us.    In  discharging 
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these  responsibUities,  Dr.  Lewis  and  Mr.  Schafer  have  relied  heavily  o: 
the  Controller's  office  and  other  administrative  departments.  Finally, 
the  Committee  wishes  to  express  its  thanks  to  Mr.  James  Mnookin,  who 
has  served  ably  as  Secretary  of  the  Committee.-^ 

Henry  D.  I.  Abarbanel 
William  E.  Beckner,  GS 
William  G.  Bowen  (Chairman) 
Edward  C.  Cox 
Michael  N.  Danielson 
Charles  L.  Howard,  '72 
Robert  G.  Jahn 
Deborah  Leff,  '73 
Richard  A.  Lester 
Ricardo  A.  Mestres 
Bradford  C.  O'Brien,  '71 
Albert  Rees 

Thomas  C.  Southerland,  Jr. 
Janet  Swinehart,  GS 
Theodore  J.  Ziolkowski 


*7~ — ~  

The  list  of  Committee  members  presented  below  consists  of  those  who 
were  able  to  continue  serving  on  the  Committee  through  its  last  meetings 
concerned  with  the  preparation  of  this  report.    Mr.  Richard  C.  Madden, 
a  graduate  student  in  Statistics,  met  with  the  Committee  during  much  of  the 
fall,  but  then  had  to  be  excused  from  further  attendance  because  of  travel 
plans  related  to  his  program  of  graduate  study.    His  place  was  taken  by 
Janet  Swinehart.   The  fourth  undergraduate  member,  Mr.  Frederick  V. 
Tyler,  '72,  had  to  be  excused  from  participation  in  the  work  of  the  ' 
Committee  because  of  an  unavoidable  conflict  with  his  other  responsibilites. 
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I.    THE  WORK  OF  THE  PRIORITIES  COMMITTEE 

This  is  only  the  second  year  in  which  there  has  been  a  Priorities 
Committee  as  such,-^  and  since  the  Committee  is  so  new  it  may  be  helpful  to 
say  a  few  words  about  its  composition,  functions,  procedures  and  general 
characteristics. 

The  Priorities  Committee  is  one  of  seven  charter  committees  of  the 
Council  of  the  Princeton  Uriiversily  Community:  its  members  are  nominated 
by  the  Executive  Committee  of  the  Council  (chaired  by  the  President)  and 
approved  by  the  Council  as  a  whole.  As  stipulated  in  the  Charter  of  the 
Council,  the  Priorities  Committee  has  sixteen  regular  members:  three  admin- 
istrative officers  serving  ex  officio  (the  Provost,  who  is  the  chairman,  the 
Dean  of  the  Faculty,  and  the  Financial  Vice-President  and  Treasurer);  six 
faculty  members  (including  at  least  one  from  each  of  the  four  academic 
divisions  of  the  University  and  at  least  one  non- tenure  member);  four  under- 
graduate students;  two  graduate  students;  and  one  representative  of  other 
groups  (the  administrative  staff  in  the  case  of  this  year's  Committee).   In  t' 
addition,  the  Director  of  the  Budget,  the  Vice-President  for  Development,  the 
Associate  Provost  for  Resource  Planning,  and  the  Executive  Director  of 
Administrative  and  Personnel  Services  meet  regularly  with  the  Committee. 
The  President  also  meets  with  the  Committee  as  often  as  his  schedule  permits. 

The  first  and  mo?t  basic  function  of  the  Priorities  Committee  is  to 
advise  the  President,  and  it  is  understood  by  all  members  that  the  President 
is  free  to  accept,  reject,  or  modify  the  recommendations  of  the  Committee 
before  submitting  his  own  recommendations  to  the  Board  of  Trustees.    In  the 
course  of  developing  recommendations  for  the  President,  the  members  of  the 
Priorities  Committee  have  an  unusual  opportunity  to  learn  a  great  deal  about 

—  The  reason  for  the  words  "as  such"  is  that  there  is  a  considerably  longer 
history  of  informal  consultation  with  elected  faculty  and  student  committees  on 
major  questions  of  budget  policy. 
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University  finances,  and  the  second  function  of  the  Committee  is  to  share  this 
understanding  with  other  members  of  the  University  community.    This  process 
of  communication  is  meant  to  work  in  both  directions:  the  members  bring  back 
to  the  Committee  the  special  concerns  and  viewpoints  of  other  members  of  the 
University  community  while  at  the  same  time  helping  to  provide  others  with 
the  broader  perspective  needed  to  understand  why  a  particular  course  of  action 
is  being  recommended. 

It  was  evident  in  the  summer  of  1970  that  the  Priorities  Committee  would 
face  an  exceedingly  difficult  set  of  problems  in  developing  recommendations  for 
1971-72.    The  closing  of  the  accounts  for  the  fiscal  year  ended  June  30,  1970 
(Fiscal  1970)  showed  that  the  University  had  run  a  deficit  of  almost  $1  million 
in  that  year;  furthermore,  revised  projections  for  1970-71  indicated  a  likely 
deficit  of  about  $2.  5  million.   Against  this  somber  background  it  was  decided 
that  work  on  the  budget  for  1971-72  and  advance  planning  for. 1972-73  and  1973-74 
had  to  begin  without  delay.    Accordingly,  materials  were  distributed  to  all 
members  of  the  Priorities  Committee  over  the  summer  and  a  full  schedule  of 
meetings  was  planned  for  the  fall  and  winter. 

At  its  first  regular  meeting  in  September,  the  Committee  discussed  a 
set  of  guidelines  to  be  issued  to  departments  for  use  in  preparing  budget  requests 
for  1971-72.   These  guidelines,  intended  to  discourage  the  submission  of 
proposals  for  expansion  which  we  knew  in  advance  could  not  be  supported,  were 
included  in  a  memorandum  sent  by  the  Provost  to  all  academic  and  non-academic 
departments  on  September  15.    (A  copy  of  this  memorandtmi  is  included  with 
this  report  as  Appendix  C.  ) 

Having  devoted  three  meetings  in  September  to  a  preliminary  review  of 
the  overall  financial  situation,  a  discussion  of  its  own  procedures,  and  considera- 
tion of  the  guidelines,  the  Committee  began  its  schedule  of  regular  meetings 
on  October  8.  All  told,  the  Committee  has  met  20  times  so  far  this  year.  In 
addition,  most  members  have  served  on  two  or  three  subcommittees  involving 
an  additional  six  to  ten  meetings. 

In  the  main,  we  followed  the  agenda  and  procedures  agreed  on  in 
September.    Specific  topics  were  schedided  for  each  meeting;  particular 
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members  of  the  Committee  were  assigned  responsibility  for  conducting  a 
preliminary  review  of  the  subject  to  be  discussed,  this  review  (where 
practical)  to  include  meetings  with  the  heads  of  the  main  departments 
concerned;  written  materials  were  distributed  to  the  other  members  in 
advance  of  the  meeting  if  this  was  at  all  possible;  the  questions  at  issue 
were  discussed  at  length  within  the  full  Committee;  and  then,  if  important 
questions  remained  unanswered,  further  information  was  sought  in  pre- 
paration for  more  discussion  at  a  later  date.    If  agreement  was  reached 
on  a  recommendation  for  a  particular  area  at  an  early  meeting,  it  was 
nonetheless  regarded  as  tentative  pending  discussion  of  other  areas  and 
of  the  budget  as  a  whole. 

The  special  subjects  listed  on  the  agenda  for  the  round  of  meetings 
which  began  in  October  included:  faculty  and  staff  housing,  tuition,  faculty 
manning,  the  computer  center,  dormitory  and  food  services,  the  library, 
the  operation  and  maintenance  of  the  physical  plant,  undergraduate  student 
aid,  graduate  student  support„and  rents  on  graduate  student  housing, 
special  academic  programs,  athletics,  academic  administration,  general 
administration,  and  faculty  and  staff  salary  pools.    In  addition,  at  various 
points  in  the  course  of  its  work  the  Conunittee  received  estimates  of  the 
overall  budget  situation  for  1971-72  and  projections  for  1972-73  and  1973-74. 
Considerable  time  has  been  devoted  to  broad  questions  of  budgetary  strategy 
and  priorities  as  well  as  to  the  more  specific  areas  listed  above. 

It  is  extremely  difficult  to  describe  the  most  important  attribute  of 
these  meetings:  their  general  tone  and  character.   Perhaps  the  first  thing 

.toibejsaid  is  that  we  have  had  uninhibited  and  candid  discussions  of  all 

•'■1  / 

issu«*is.   Members  of  the  Conunittee  have  had  the  opportunity  to  ask  the 
appropriate  officers  of  the  University  about  any  subject  except  the  salaries 
of  individuals.   Very  diverse  viewpoints  have  been  expressed,  prejudices 
of  various  sorts  have  been  acknowledged,  pointed  exchanges  have  occurred, 
and  we  have  often  wanted  to  discuss  a  subject  longer  than  was  possible 
because  of  time  constraints.    Throughout,  however,  these  discussions  have 
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been  characterized  by  a  remarkable  lack  of  special  pleading.    The  members 
have  taken  seriously  their  responsibility  to  think  about  the  best  interests 
of  the  University  as  a  whole,  and  there  has  been  no  tendency  toward  log- 
rolling.  Perhaps  most  significant  of  all.  the  members  of  the  Committee 
have  in  fact  learned  from  each  other.   This  has  been  true  of  the  adminis- 
trative officers,  the  faculty,  and  the  students  alike. 

A  few  words  also  need  to  be  said  concerning  relationships  between 
the  Committee  and  individuals  outside  it.   While  pressures  of  time  have  not 
permitted  the  Committee  to  hold  real  "hearings"  on  any  of  the  subjects 
under  discussion,  officers  of  the  University  with  direct  responsibility  lor 
areas  of  special  concern  were  invited  to  meet  with  the  Committee  for 
general  discussion.    Thus.  Messrs.  Poage  and  Spitzer  met  with  us  to 
discuss  the  computer  center;  Mr.  Dix  to  discuss  the  library;  Dean  Lemonick 
to  discuss  graduate  student  support;  Dean  Sullivan  to  discuss  undergraduate 
student  aid;  Dean  Rudenstine  to  discuss  dormitories  and  food  services; 
Mr.  Moran  to  discuss  planning,  plant,  and  properties;  and  Mr.  Fairman 
to  discuss  athletics.    (Dean  Lester,  Mr.  Mestres,  Mr.  Maruca.  and 
Mr.  Bessire,  who  m.et  regularly  with  the  Committee,  also  answered 
questions  concerning  areas  under  their  purview. ) 

In  addition,  there  were  many  contacts  outside  of  meetings  between 
members  of  the  Committee  and  others  in  the  University  community.  Some 
of  these. were  informal  (e.  g.,  faculty  members  contacting  colleagues  on  the 
Committee  to  express  various  points  of  view  and  the  UGA. officers  meeting 
with  the  undergraduate  members  to  discuss  policies  regarding  admission 
and  student  aid);  while  others  resulted  from  a  new  procedure  we  tried  this 
year  involving  the  use  of  subcommittees.   It  was  obvious  from  the  outset 
that  the  Committee  as  a  whole  could  not  study  either  complex  questions 
of  policy  or  the  ^yorkings  of  particular  offices  in  as  much  detail  as  seemed 
desirable.   Consequently,  we  decided  to  experiment  with  the  use  of  sub- 
committees, normally  composed  of  one  administrative  officer  and  two  or 
more  other  members  of  the  Committee,  and  charged  with  making  a 


144 


preliminary  review  of  important  segments  of  the  budget.   To  illustrate, 
the  subcommittee  concerned  with  general  administration  met  with  the 
University  officers  most  directly  concerned  with  particular  grotqps  of 
administrative  departments  prior  to  the  discussion  of  general  administra- 
tion within  the  whole  Committee. 

These  contacts  between  members  of  the  Committee  and  others 
were  very  useful  in  helping  us  gain  a  better  understanding  of  the  activities 
and  problems  of  various  departments.    At  the  same  time,  these  meetings 
raised  important  questions  concerning  the  level  of  detail  at  which  our 
Committee  should  operate  and  the  nature  of  our  recommendations. 

There  is  at  least  the  appearance  of  a  dilemma  here.   On  the  one 
hand,  the  Committee  has  not  wanted  to  make  recommendations  concerning 
the  overall  level  of  expenditures  on,  say,  athletics,  without  reasonably 
clear  knowledge  of  what  the  actual  effects  of  a  particular  recommendation 
would  be.   To  recommend  levels  of  expenditure  —  and  particularly  budget 
reductions      without  awareness  of  the  probable  effects  would  have  been 
irresponsible.   Accordingly,  heads  of  a  number  of  departments  were  asked 
to  indicate  what  specific  activities  would  have  to  be  sacrificed  if  the  budget 
of  the  department  were  to  be  reduced  by,  say,  10  percent,  and  we  have 
analyzed  these  submissions  in  great  detail.   At  the  same  time,  the  Com- 
mittee has  also  felt  strongly  that  it  ought  not  to  be  making  budget 
recommendations  on  a  line- item  basis.    It  does  not  have  the  competence 
to  do  so.   Furthermore,  it  would  be  wrong  for  a  Committee  of  this  kind 
to  give  even  the  impression  of  trying  to  run  programs  or  offices. 

We  believe  that  this  dilemma  is  more  apparent  than  real.   Our  two 
objectives  --  needing  to  know  enough  about  likely  effects  to  make  responsible 
recommendations  while  at  the  same  time  leaving  decisions  concerning  the 
operations  of  programs  and  offices  to  administrative  officers      can  be 
reconciled.   The  reconamendations  of  the  Committee  concerning  priorities 
and  general  levels  of  expenditure  must  be  based  on  a  detailed  examination 
of  probable  consequences;  however,  once  general  budgetary  limits  and 
policy  guidelines  have  been  set  by  the  President  and  the  Trustees,  the 
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heads  of  offices  and  programs  must  have  the  flexibility  to  operate  as  they 
think  best  within  those  limits  and  guidelines.   It  is  in  this  spirit  that  the 
Committee  has  made  its  recommendations. 

Our  final  recommendations  do  not  reflect  complete  agreement  among 
all  members  of  the  Committee  on  all  particulars.    It  would  be  extraordinary  - 
indeed,  cause  for  concern  —  if  sixteen  individuals,  who  also  represent 
widely  different  perspectives  and  experiences,  were  to  arrive  at  exactly  the 
same  conclusions  on  every  one  of  a  long  list  of  complicated  questions.  Some 
differences  in  judgment  must  be  expected,  particularly  when  there  are  so 
many  real  uncertainties  involved  in  defining  the  choices  and  constraints. 
For  example,  it  is  hard  to  be  sure  about  the  effects  of  Various  budget 
actions  on  morale  inside  the  University  as  well  as  on  support  from  outside 
the  University;  some  of  us  are  more  optimistic  than  others  concerning 
increased  Federal  support  over  the  next  two  or  three  years;  the  likely 
rate  of  change  in  the  "technology"  of  libraries  is  very  difficult  to  forecast; 
and  so  on. 

This  is,  nonetheless,  a  unanimous  report.   All  members  of  the 
Committee  endorse  both  the  overall  set  of  recommendations  and  the  general 
statements  of  principle  and  policy  contained  in  the  report.    While  each  of 
us  might -prefer  to  see  one  or  more  particular  recommendations  changed 
in  some  respect,  the  differences  among  us  are,  in  fact,  remarkably  few. 
The  overall  set  of  recommendations  reported  here  represents  our  best 
sense,.. as  a  group,  of  how  the  University  ought  to  respond  to  a  very 
difficult  situation.    We  believe  that  these  recommendations  are  consistent 
with  the  broad  principles  outlined  in  Section  III.  and  that  they  deserve  the 
support  of  all  elements  of  the  University  community. 

Since  our  main  function  is  to  advise  the  President,  the  nature  of 
the  relationships  between  the  Committee  and  the  President  deserve  brief 
comment.   As  noted  above,  the  President  has  met  with  the  whole  Committee 
at  several  important  stages  of  our  work,  and  members  of  the  Committee 
have  benefited  greatly  from  these  opportunities  to  ask  the  President  for 
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his  own  sense  of  what  ought  to  be  done  in  such  important  areas  as  salary 
policy.   In  addition,  the  President  has  been  kept  informed  of  the  work  of 
the  Committee  on  a  week-to-week  basis  and  has  discussed  all  of  the 
important  issues  at  length  with  individual  members  of  the  Committee, 
and  especially  with  its  Chairman. 

The  Committee  has  also  kept  in  close  touch  with  representatives 
of  the  Board  of  Trustees.    In  November  a  delegation  from  the  Priorities 
Committee  met  with  the  Budget, Subcommittee  of  the  Finance  Committee 
of  the  Board  for  a  wide-ranging  discussion  of  the  overall  magnitude  of 
the  University's  financial  problem  and  the  kinds  of  steps  that  might  be 
taken  to  deal  with  it.   Subsequently,  the  Provost  and  the  Financial  Vice- 
President  and  Treasurer  have  been  responsible  for  keeping  the  Trustees 
informed  of  the  thinking  of  the  Committee  and  for  bringing  back  to  the 
Committee  the  general  reactions  of  the  Trustees. 

It  remains  only  to  say  a  few  words  about  the  on-going  nature  of  the 
budget  process  and  the  further  work  of  the  Priorities  Committee.    In  the 
case  of  important  elements  of  the  budget  (for  example,  administrative 
systems  and  data  processing  and  athletics),  the  reviewing  process  to  date 
has  raised  a  number  of  important  questions  as  well  as  resolved  others. 
The  open  questions  are  being  pursued,  in  part  by  obtaining  more  information 
and  discussing  common  problems  with  other  universities  (the  case  of 
athletics),  and  in  part  by  encouraging  experiments  of  one  sort  or  another 
(administrative  systems  and  data  processing).   The  budgets  for  such 
departments  may  of  course  be  altered  as  a  result  of  this  work,  and  that 
is  one  reason  why  the  overall  budget  is  never  fixed  in  all  of  its  details. 
Furthermore,  various  income  and  expenditure  estimates  must  also  be 
expected  to  vary  because  of  unanticipated  happenings  over  which  the 
University  has  no  control  (for  example,  fluctuations  in  earnings  on  the 
University's  investment  portfolio). 

When,  for  any  of  these  or  other  reasons,  important  questions  of 
policy  are  raised  relative  to  the  1971-72  year,  the  Priorities  Committee 
will  meet  to  discuss  them.   In  addition,  the  Committee  will  now  be 


-  147  - 


devoting  considerable  time  to  longer-run  questions  —  in  particular,  how  to 
reduce  further  the  base  of  the  budget  carried  forward  into  1972-73,  1973-74, 
and  subsequent  years.    This  will  entail  careful  consideration  of  the  argu- 
ments for  and  against  rather  substantial  modifications  of  selected  academic 
and  non- academic  programs. 

Looking  to  the  future,  many  members  of  the  Committee  feel  that 
they  must  now  concentrate  much  more  of  their  attention  on  these  larger 
issues.    This  faU  and  winter  the  Committee  has  devoted  an  enormous 
amount  of  tinie  to  a  detailed  analysis  of  present  levels  of  activity  in  many 
areas  and  departments.    This  was  a  necessary  exercise,  both  in  its  own 
right  and  as  a  pii-elude  to  exploration  of  larger  questions.   No  doubt  there 
is  room  for  some  further  probing  of  the  efficiency  with  which  present 
activities  are  carried  out.   But,  we  doubt  seriously  whether  it  is  necessary 
or  desirable  for  the  whole  Committee  to  conduct  another  review  next  fall 
which  is  as  detailed  and  as  time-consuming  an  analysis  of  individual 
departments  as  the  one  we  conducted  this  fall.    There  are  major  questions 
of  policy  and  program  which  deserve  the  most  careful  attention,  and  it  is 
to  these  questions  that  the  Committee  now  intends  to  direct  most  of  its 
effort. 
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IL   THE  UNIVERSITY'S  OVERALL  FINANCIAL  PROBLEM: 
NATURE,  MAGNITUDE,  AND  POLICY  RECOMMENDATIONS 

Recent  Trends:  Surpluses  and  Deficits 

The  simplest  way  to  describe  any  university's  overall  financial 
situation  is  in  terms  of  the  relationship  between  total  expenditures  and 
total  Income,  with  the  resulting  surplus  or  deficit  serving  as  a  direct 
indication  of  the  current  condition.    This  kind  of  description  can,  in  fact, 
be  very  misleading,  especially  if  it  is  read  as  implying  strong  things 
about  either  the  educational  health  of  a  university  or  the  skill  with  which 
its  affairs  have  been  directed.   Nevertheless,  looking  at  recent  trends  in 
the  balance  between  current  expenditures  and  current  income  does  pro- 
vide a  good  starting  point  for  our  analysis,  and  Figure  1  presents  the 
figures  for  Princeton  over  the  period  1959-60  through  1970- 71. It 
must  be  emphasized  thait  the  numbers  for  1970-71  are  estimates  only 
and  that,  because  of  all  the  uncertainties  involved,  the  final  numbers  could 
differ  appreciably  from  these  estimates  in  either  direction. 

As  the  bottom  panel  of  Figure  1  reveals  most  clearly,  the 
financial  history  of  Princeton  over  these  years  can  be  divided  roughly 
into  three  s'ub-periods  (marked  off  by  the  dotted  vertical  lines  on  the 
figures): 

(1)  Fiscal  years  1 960  through  1 964,  which  were 
characterized  by  an  unbroken  string  of  five  operating  sur- 
pluses averaging  just  over  half  a  million  dollars  per  year; 

(2)  Fiscal  years  1965  through  1969,  which  were 

/  ■  ■  ■  ■  ■  ■ 

;  characterized  by  much  tighter  financial  conditions  as  re- 
flected in  four  surpluses  so  small  as  to  be  negligible 

—  Hereafter  we  shall  often  refer  to  the  financial  data  for  a  year  such 
as  1959-60  as  the  figures  for  "Fiscal  Y'ear  1960"  or  simply  "FY  60." 
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(averaging  only  about  $50,  000  per  year,  or  less  than 

1  percent  of  total  expenditures)  and  one  significant  deficit 

($645,564  in  FY  66). 

(3)  Fiscal  years  1970  and  1971,  which  were 
characterized  by  two  successive  deficits  of  substantial 
size  --an  actual  deficit  of  almost  $1  million  in  FY  70  and 
an   estimated  deficit  of  about  $2.  5  million  for  the  current 
year. 

This  is  not  the  place  for  a  detailed  study  of  the  factors  responsible 
for  these  swings.    It  should  be  said,  however,  that  throughout  this  period 
the  most  significant  changes  have  occurred  on  the  income  side  of  the  ledger, 
not  on  the  expenditure  side.    During  the  early  and  middle  1960's,  Princeton, 
like  many  other  colleges  and  universities,  benefited  from  unprecedented 
increases  in  support  from  individuals,  corporations,  foundations,  and 
government  agencies.   This  growth  in  income  in  turn  permitted  the  Univer- 
sity to  increase  expenditures  substantially      specifically  to  raise  salaries, 
to  strengthen  educational  programs  at  graduate  and  undergraduate  levels, 
to  undertake  a  small  number  of  new  efforts  (in  Plasma  Physics  and  inter- 
national and  regional  studies,  for  example)  --  and,  at  the  same  time,  to 
make  modest  additions  to  the  University's  general  reserve  fund.  During 
the  latter  half  of  the  decade  of  the  1960's  income  from  almost  all  of  these 
sources  continued  to  increase,  but  at  a  slower  rate,  and  as  a  result  the 
operating  budget  came  under  more  severe  pressure.  Even  though  the 
University  continued  to  break  even  during  all  but  one  of  these  years,  it 
was  evident  that  the  underlying  trends  would  make  this  result  much  more 
difficult      if  not  impossible  —  to  achieve  in  the  early  1970's.  And,  the 
forecasts  made  during  the  late  1960's  have  been  borne  out  by  subsequent 
events.—^ 

Readers  interested  in  an  analysis  of  the  factors  responsible  for  trends 
in  expenditures  and  in  income,  as  they  appeared  in  the  spring  of  1967,  may 
want  to  refer  to:  W.  G.  Bowen,  The  Economics  of  the  Major  Private  Univer- 
sities, Carnejgie  Commission  on  Higher  Education.  Spring  1968.    This  atudy 
was  later  updated,  revised  somewhat,  ,  and  republished  in  "The  Economics  and 
Financing  of  Higher  Education  in;the')Uriited  States,  "  Compendium  of  Papers 
Submitted  to  the  Joint  EconomijC^^^  1969. 
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For  the  purposes  of  this  report  it  is  the  changes  from  FY  69  to 
FY  70,  and  from  FY  70  to  FY  71.  that  merit  most  careful  consideration. 
What  has  been  responsible  for  the  rapid  worsening  of  the  University's  finan- 
cial position  over  this  two-year  period?  The  first  answer  to  this  question 
is  a  negative  one:  the  actual  deficit  of  almost  $1  million  in  FY  70.and  the 
estimated  deficit  of  about  $2.  5  milUon  for  FY  71  are  not  attributable  to 
stepped-up  rates  of  increase  in  expenditures.    Over  the  ten-year  period 
beginning  with  FY  60  and  ending  with  FY  69  the  average  rate  of  increase 
in  total  expenditures  was  9. 8  percent  per  year.    Between  FY  69  and  FY  70, 
the  comparable  rate  of  increase  was  5.  3  percent;  and  between  FY  70  and 
FY  71,  total  expenditures  rose  only  1. 1  percent. 

These  figures  for  total  expenditures  are  not,  however,  an  entirely 
reliable  basis  for  analyzing  trends  in  expenditures  under  the  direct  control 
of  the  University  because  they  contain  a  substantial  component  representing 
the  direct  costs  of  sponsored  research  ($24  million  of  a  total  of  $70  million 
in  FY  69).   The  volume  of  expenditures  for  the  direct  costs  of  sponsored 
research  depends  on  the  ability  of  project  leaders  to  obtain  outside  support, 
mostly  governmental,  for  their  research,  and  decreases  in  this  category  of 
expenditures  are  offset,  dollar  for  dollar,  by  decreases  in  income  from  con- 
tracts or  grants  which  can  be  spent  only  for  the  sponsored  projects.  Thus, 
the  sudden  slowdown  in  the  rate  of  increase  of  total  expenditures  shown  on 
Figure  1  might  mask  a  situation  in  which  direct  expenditures  for  sponsored 
research  (and  the  associated  income)  had  fallen  so  rapidly  that  the  rate  of 
increase  in  total  expenditures  declined  for  that  reason  even  though  other 
expenditures,  over  which  the  University  has  more  control,  had  been  rising 
at  an  unusually  rapid  rate.   If  this  were  the  case,  the  growing  deficit  might 
still  be  attributable  to  unusually  sharp  increases  in  those  expenditures  that 
have  to  be  financed  from  University  funds. 

In  point  of  fact,  direct  expenditures  for  sponsored  research  at 
Princeton  have  declined  very  markedly  in  recent  years,  falling  from  $23.  9 
million  in  FY  69  to  an  estimated  figure  of  $19.  3  million  for  FY  71.  Thus, 
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to  test  the  proposition  stated  above,  it  seems  desirable  to  exclude  direct 
expenditures  on  sponsored  research  from  our  calculations  and  then  see 
what  the  trend  in  other  expenditures  looks  like.   When  we  do  this  we  find 
that  other  expenditures  rose  at  an  average  annual  rate  of  10.  7  percent  over 
the  whole  period  from  FY  60  through  FY  69  and  at  an  average  annual  rate 
of  9.  3  percent  between  FY  69  and  FY  70  and  between  FY  70  and  FY  71. 
Hence,  even  when  we  eliminate  the  effects  of  cutbacks  in  sponsored  research, 
we  still  find  no  indication  that  the  rate  of  increase  in  expenditures  has  been 
higher  over  the  last  two  years  than  over  the  earlier  period.    This  conclusion 
contrasts  sharply  with  the  results  of  a  similar  analysis  for  FY  ^6,  the  only 
other,  recent  year  in  which  the  University  ran  a  substantial  deficit.  Between 
FY  65  and  FY  66,  expenditures  exclusive  of  direct  charges  for  sponsored 
research  rose  12.  9  percent.    Thus,  the  deficit  of  $646,  000  in  FY  66,  un- 
like the  deficits  in  FY's  70  and  71,  can  be  attributed  to  an  above-average 
rate  of  increase  in  spending. 

The  fact  that  expenditures  other  than  the  direct  costs  of  sponsored 
research  have  not  risen  as  rapidly  over  the  last  two  years  as  over  the  pre- 
vious nine  years  is  particularly  noteworthy  when  we  recognize  that:  (1)  the 
general  rate  of  inflation  has  been  appreciably  greater  over  the  period  1969- 
1971  than  over  the  period  1960-1969,  and  this  has  meant  stronger  upward 
pressure  in  the  last  two  years  on  salaries  and  on  the  costs  of  all  kinds  of 
materials  and  supplies;  (2)  enrollment  increased  more  rapidly  from  1969 
to  1971  than  between  1960  and  1969,  largely  as  a  result  of  coeducation;  and 
(3)  the  sharp  declines  in  direct  expenditures  on  sponsored  research  have 
forced  the  University  to  make  some  additional  expenditures  out  of  University 
funds  to  meet  short-run  obligations  to  staff  members  and  graduate  students. 

Thus,  during  the  last  two  years  some  modest  progress  has  been 
made  in  slowing  the  rate  of  growth  of  expenditures.    This  is  particularly 
evident  when  expenditures  are  measured  on  the  basis  of  cost  per  student. 
Still,  it  is  clear  that  considerably  more  stringent  restrictions  oh  the  growth 
in  expenditures  are  essential  in  view  of  the  outlook  for  income. 
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Recent  Trends:  •'  Sources  of  Income 

Put  simply,  the  recent  swing  from  modest  surpluses  to  significant 
deficits  is  primarily  the  result  of  a  slowing  down  in  the  rate  of  growth  of 
income.   This  is  evident  from  the  figures  for  total  income  plotted  on 
Figure  1,  but  the  sharp  decline  shown  there  (with  total  income  for  FY  71 
actually  lower  than  total  income  for  FY  70  by  $790,  000)  overstates  the 
point  somewhat  because  it  is  so  much  the  result  of  the  extraordinary  cut- 
back in  support  for  sponsored  research  noted  above. 

We  do  not  mean  to  minimize  the  significance  of  reductions  in  spon- 
sored research,  either  in  terms  of  direct  effects  on  the  ability  of  the 
faculty,  staff,  and  students  to  conduct  research  or  in  terms  of  the  appre- 
ciable indirect  effects  on  the  deficit  (through  loss  of  indirect  cost  reim- 
bursements for  "overhead"  expenses,  for  example).   Still,  it  is  instructive 
to  look  at  changes  in  income  after  excluding  funds  earmarked  to  cover  the 
direct  costs  of  sponsored  research.   When  we  do  this  we  find  that  over  the 
whole  period  from  FY  60  through  FY  69  all  other  income  increased  at  an 
average  annual  rate  of  9.  9  percent.    However,  between  FY  69  and  FY  70, 
the  comparable  rate  of  increase  was  6.  9  percent,  and  our  most  recent 
projections  suggest  a  6.  5  percent  rate  of  increase  between  FY  70  and  FY  71. 
This  general  slowing  down  in  the  growth  of  income,  coupled  with  the  pre- 
cipitous drop  in  funding  for  sponsored  research,  is  the  major  new  element 
in  Princeton'  s  financial  situation.  Its  importance  is  attested  to  by  the  fact 
that  a  difference  of  only  one  percentage  point  in  the  rate  of  growth  of  income 
other  than  from  sponsored  research  is  equivalent  to  the  loss  of  more  than 
half  a  million  dollars. 

Before  looking  at  particular  sources  of  income  in  more  detail  — 
and  at  some  projections  for  next  year  as  well  as  at  results  to  date      it  is 
worth  noting  that  this  description  of  Princeton's  financial  problem  also 
seems  to  fit  many  other  colleges  and  universities.   Earl  Cheit,  in  his 


-  154  - 


Carnegie  Commission  study  of  41  colleges  and  universities,-  says  on  the 
first  page  of  the  first  chapter: 

.  .What  seems  to  be  a  new  fiscal  phenomenon 
appeared  in  the  latter  half  of  the  1960's  —  a  declin- 
ing rate  of  income  growth,  and  in  some  cases  an 
absolute  decline  in  income.  " 

Major  Sources  of  Income  and  Projections 
for  FY  "72  ~ 

In  the  case  of  Princeton,  the  main  sources  of  income  are  itemized 
on  Table  1  for  FY  69,  FY  70,  and  FY  71,  with  the  figures  for  FY  71  again 
having  the  status  only  of  estimates,   In  addition,  this  table  shows  the  pro- 
jections for  FY  72  of  those  elements  of  income  that  are  "given"  in  the  sense 
of  being  independent  of  policy  decisions  to  be  made  regarding  tuition  rates, 
room  and  board  charges,  rates  charged  for  the  use  of  the  computer,  rents 
on  faculty  and  staff  housing,  and  so  on.   The  blank  rectangles  for  some 
sources  of  income  in  FY  72  are  there  to  emphasize  that  one  of  the  respon- 
sibilities of  the  Priorities  Committee  has  been  to  make  recommendations 
affecting  the  amount  of  income  to  be  received  from  student  fees,  auxiliary 
activities,  and  service  departments.   Our  proposals  for  filling  in  these 
blanks  are  indicated  later  in  this  report.   Here  we  are  presenting  the  income 
table  as  it  appeared  to  us  when  we  began  our  consideration  of  budget  pro- 
posals for  FY  72. 

The  largest  changes  for  any  source  of  income  over  this  four-year 
period  --  and  all  of  them  are  negative  —  are  for  U.  S.  Government  spon- 
sored research.  The  figures  in  Table  1  differ  from  those  referred  to  earlier 
in  that  they  include  reimbursements  for  indirect  costs  as  well  as  for  the 
direct  expenses  of  the  various  projects.  Having  experienced  a  decrease  of 
$1.  2  million  between  FY  69  and  FY  70,  we  are  expecting  a  further  decrease 
of  $3.  8  million  this  year  and  are  projecting  an  additional  reduction  of  $1.  9 


-  To  be  published  soon  by  McGraw-Hill  under  the  title:  "The  New 
Depression  in  Higher  Education. " 
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million  in  FY  72.  While  the  decision  by  the  Atomic  Energy  Commission  to 
discontinue  support  of  the  Princeton- Pennsylvania  Accelerator  accounts  for 
a  large  fraction  (over  80  percent)  of  the  total  reduction  in'Federal  support  of 
sponsored  research  between  FY  69  and  FY  71,  severe  effects  have  also  been 
felt  by  many  smaller  research  projects,  some  of  them  involving  only  one  or 
two  Faculty  members  and  some  graduate  students. 

The  composite  picture  for  all  other  sources  of  income  regarded  as 
"givens"  is  shown  in  the  last  line  of  Table  1,  which,  in  spite  of  its  unexciting 
designation  ("selected  sub-total"),  contains  extremely  important  information. 
This  line  shows  that,  taken  together,  endowment  income,  private  gifts  and 
grants,  U.S.  Government  grants  for  purposes  other  than  sponsored  research 
(e.g. ,  support  of  graduate  students  and  language  and  area  programs),  and 
"other  income"  (mostly  interest  and  dividends  on  current  funds),  increased 
$1,  920,  000  in  FY  70  but  are  expected  to  increase  only  $786,  000  in  FY  71. 
Even  more  distressing  is  the  projection  for  FY  72:  it  suggests  that,  far 
from  helping  to  meet  rising  costs,  these  elements  of  income  seem  likely 
to  decline  by  $311,  000  from  the  level  reached  in  the  current  year.  This 
unhappy  prospect  has  affected  all  of  the  deliberations  of  the  Priorities 
Committee,  and  a  few  words  of  explanation  are  in  order. 

Let  us  start  with  endowment  income.    It  is  the  income  spent  during 
the  fiscal  year  from  the  dividends  and  interest  previously  earned  on  the 
University's  investment  portfolio. Year-to-year  changes  in  endowment 
income  are  determined  by  four  principal  factors:  (1)  changes  in  the  rate  of 
return  earned  per  unit  on  the  University's  investment  portfolio;  (2)  the 
addition  of  new  units  of  endowment  or  the  spending  of  existing  endowment  • 

—  This  is  the  conventional  way  of  defining  endowment  income  and  it  is 
still  in  use  at  Princeton.  The  Trustees  have  approved  a  new  approach  which 
would  permit  the  spending  of  a  prudent  part  of  capital  gains  under  carefully 
specified  conditions.    (The  plan  is  described  in  a  booklet  titled  "The  Definition 
of  Endowment  Income, "  which  is  available  from  the  office  of  the  Financial 
Vice-President  and  Treasurer. )  However,  this  new  approach  must  receive 
legal  clearance  before  it  can  be  adopted,  and  we  do  not  expect  it  to  have  any 
effect  before  FY  74. 
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for  current  purposes;  (3)  changes  in  the  extent  to  which  current  income  in 
restricted  accounts  is  in  fact  spent  rather  than  allowed  to  accumulate;  and 
(4)  changes  in  the  extent  to  which  income  already  accumulated  in  some 
accounts  during  previous  years  ("roll-up")  is  spent  during  the  fiscal  year 
in  question. 

In  fiscal  years  1970  and  1971,  endowment  income  increased 
dramatically  ($1.  237.  000  in  FY  70  and  $1.  952,  000  estimated  for  FY  71). 
These  two  big  jumps  are  in  part  the  result  of  rising  interest  rates  and  good 
•investment  results.    The  dividends  and  interest  earned  per  unit  of  the 
University's  portfolio  increased  by  6. 8  percent  for  FY  70  and  by  9.  5  percent 
for  FY  71.    Endowment  income  also  increased  substantially  in  FY  70  and  is 
expected  to  increase  even  more  in  FY  71  because  of  increased  utilization  of 
restricted  funds  and  o2  funds  accumulated  in  prior  years.    (We  doubt,  it  should 
be  said  in  passing,  that  the  actual  increase  in  FY  71  will  be  as  large  as  the 
estimated  increase,  because  some  endowment  income  appropriated  to  re- 
stricted accounts  will  not  in  fact  be  spent,  thus  reducing  both  estimated 
income  and  estimated  expenditures  --  with  no  impact  on  the  deficit  - ) 

The  problem  is  with  FY  72.   At  Princeton,  it  is  dividends  and 
interest  earned  during  the  year  ending  May  31.  1971  that  are  credited  to 
endowment  accounts  to  be  spent  in  1971-72.   And.  the  Controller  has  advised 
us  that,  because  of  the  depressed  state  of  the  economy  during  most  of  1370- 
71.  we  should  not  expect  an  increase  in  earnings  per  unit  for  this  year  which 
is  comparable  to  the  record  increases  of 'the  last  two  years.   Accordingly,  we 
have  projected  an  increase  of  $593.  000.  Afi  can  be  seen  from  Table  1,  this 
is  only  a  fraction  of  the  increments  to  total  income  provided  by  earnings 
from  endowment  in  previous  years. 

In  the  case  of  private  gifts  and  grants  (line  3  on  Table  1).  an  absolute 
decrease  of  approximately  half  a  million  dollars  is  estimated  for  FY  71  and 
another  drop  of  about  the  same  amount  is  projected  for  FY  72.   These  figures 
assume  that  Annual  Giving,  which  contributed  approximately  $3  million  in 
FY  70  will  be  up  slightly  (to  $3. 1  million)  in  FY  71  and  FY  72.   This  is  not 
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a  target      we  of  course  hope  to  do  better  —  but  it  is  a  planning  figure. 
The  decreases  of  $486,  000  and  $484,000  shown  on  the  table  represent 
mainly  expected  decreases  in  non- government  sponsored  research  and  the 
phasing  out  of  foundation  support  for  certain  activities  (especially  library 
purchases  and  graduate  fellowships). 

The  next  category  to  be  discussed,.  U.S.  Government:  Other,  con- 
tains all  Federal  grants  not  for  sponsored  research.   The  substantial  de- 
crease expected  in  FY  71  consists  of  $100,  000  less  support  for  the  computer 
center  and  a  drop  of  $562,  000  in  Federal  fellowships  and  cost-of- education 
grants  at  the  graduate  level.  In  FY  72  we  must  anticipate  another  reduction 
of  $400,  000  in  support  for  the  computer,  as  a  three-year  NSF  grant  expires, 
and  a  further  reduction  of  approximately  $250,  000  in  support  of  graduate 
students. 

The  last  category  included  in  our  list  of  sources  of  income  regarded 
as  "givens"  is  the  miscellaneous  category  labeled  Other  (line  8  of  Table  1). 
Actually,  it  reflects  mainly  income  received  from  the  investment  of  current 
funds  plus  a  number  of  accounting  adjustments,  and  no  special  explanation 
seems  necessary. 

Having  now  documented  the  recent  developments  affecting  uncon- 
trollable sources  of  income,  and  having  indicated  why,  taken  together,  they 
pose  such  a  serious  problem  for  us,  we  turn  directly  to  the  question  of  how 
we  believe  the  University  should  respond  to  this  situation.   The  remaining 
sources  of  income  included  on  Table  1,  but  not  mentioned  above  because 
they  involve  policy  decisions  concerning  charges  for  tuition,  room  and 
board,  rent,  and  so  on,  will  be  a  part  of  this  discussion. 

,  .  !■  :  ■.        ■  . 

Budgeting  for  FY  72: 
A  General  Summary 

Because  of  the  substantial  deficit  expected  in  the  current  year  and 
the  distressing  outlook  for  the  "given"  sources  of  income  described  above, 
it  was  apparent  from  the  outset  that  it  would  be  extremely  difficult  to  develop 
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a  satisfactory  set  of  budget  proposals  for  FY  72.   As  a  first  step  in  the 
effort  to  control  expenditures,  stringent  guidelines  were  distributed  to  all 
departments  in  advance  of  any  submissions  of  budget  requests  for  FY  72. 
These  guideUnes  (reproduced  as  Appendix  £of  this  report)  asked  heads  of 
departments:  (1)  to  propose  no  net  additions  to  staff;  (2)  to  reexamine  all 
vacancies  to  see  if  they  could  remain  unfilled;  (3)  to  propose  expense  budget 
no  larger  than  those  approved  for  FY  71 ;  (4)  to  try  to  avoid  shifting  any  * 
charges  from  sponsored  projects  or  other  restricted  accounts  to  general 
funds;  and  (5)  to  make  every  effort  to  substitute  th.3  use  of  restricted  funds 
for  general  funds. 

Detailed  budget  requests  were  then  submitted  by  the  heads  of  all 
departments  and  these  submissions  were  processed  and  added  up.   At  about 
the  same  time  estimates  were  made  of  the  amount  of  income  that  could  be 
expected-in  FY  72  from  those  sources  not  already  projected  in  Table  1 
above  --  student  fees,  income  from  dormitories,  food  services,  faculty 
and  staff  housing,  other  auxiliary  activities  and  service  departments  --if 
there  were  no  increases  in  charges. 

Combining  these  income  and  expenditure  figures  with  a  hypothetical 
figure  for  salary  increases  and  with  several  other  "formula  calculations" 
e^fplained  below  gave  us  our  first  fairly  precise  estimate  of  the  magnitude 
of  the  financial  problem  for  FY  72.   The  result  was  a  projected  deficit  of 
just  under  $5. 5  million. 

While  we  had  never  expected  the  deficit  based  on  this  set  of  calcula- 
tions to  be  a  tolerable  one,  we  had  hoped  that  it  would  be  much  closer  to  an 
acceptable  level  than  it  in  fact  was.   In  any  case,  we  have  devoted  the 
remainder  of  the  fall  and  early  winter  to  reduc-ing  the  projected  deficit  by: 
(a)  recommending  substantial  increases  in  charges  of  all  kinds  and  (b)  recom 
mending  levels  of  expenditure  well  below  those  proposed  in  most  initial 
budget  requests.    To  state  the  outcome  in  a  single  number,  all  of  our 
recommendations  and  estimates  taken  together  imply  a  deficit  for^.FY  72 ' 
of  about  $1.2  million.  "  - 

..•'^163  : 


-  160  • 


TABLE  2 


Summary  of  Income  and  Expenditure  Projections 
Fiscal  Year  1972  ~ 
($  Thousands) 


FY  71 
Budget 


FY  72  Projections: 

  Change:  FY  72 

J  /        Current  Recommended  — 

Situation  -    Recommendation       FY  71  Budget 


Initial 


1.  Income: 


1. 

Endowment 

14.  262 

14,855 

14,855 

-  + 

593 

2. 

Student  Fees 

13,  038 

13,593 

14,876 

+1.838 

3. 

Gifts  &  Grants 

8.201 

7,717 

7.717 

484 

(Non-Gove  rnment) 

4. 

U.  S.  Government, 

Sponsored  Research 

23,938 

22, 067 

22, 067 

-1. 

871 

5. 

U.  S.  Government, 

Other 

2,465 

1.809 

1,  809 

656 

6. 

Auxiliary  Activities 

8.  666 

9,  000 

9,  450 

+ 

784 

7. 

•Service  Departments 

3,251 

3,317 

3,  317 

+ 

66 

8. 

Other 

2,  287 

2.523 

2,523 

+ 

236 

Sub- Total 

76.  109 

74,881 

.  7^,614 

+ 

505 

9. 

Less  Interdepart- 

mental Charges 

-3,434 

-3.  S20 

-3,  520 

85 

Total  Income 

72,675 

7l,wf?l 

73, 094 

+ 

420 

2. 
3. 


II.  Expenditures: 

1 .   All  Depts. ,  Programs 
and  Supporting 
Services 
Salary  Increases 
Amortization  of 
Indebtedness  and 
Transfers  to 
Reserves 
Sayings  from  UirfUled 

Positions 
Allowance  for  Contin- 
gencies 

Sub -Total  i 


75.931 


4. 
5. 

6. 


Le ss  Inter depa rt - 
: ;  mental  Charges 

Total  Expenditures 
III.    Surplus  (Efeftoit) 


3,  234 

-  550 

50 
78,665 

-3,435 
75,230 

(2.556) 


74,  935 
1,814 


3,  422 

-  100 

300 
80,  371 

-3,520 
76, 851 

(5,4  90) 


72,721 
1.452 


3,  422 

-  100 

300 
77,  795 

-3,  520 
74,  275 

(1.181) 


-3,210 
+1,452 


+  188 
+  450 

+  250 

-  870 

-  85 

-  955 

1,375 
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The  major  objective  of  most  of  the  rest  of  this  report  is  to  explain  in 
some  detail  the  derivation  of  the  specific  recommendations  concerning  income 
and  expenditures  which  underlie  the  projected  deficit  of  $1.  2  million,  the 
implications  for  the  University  of  each  of  the  major  recommendations,  and 
the  reasoning  involved  in  arriving  at  them.  Right  here,  however,  it  seems 
useful  to  present  a  brief  tabular  summary  of  the  income  and  expenditure 
totals  (see  Table  2)  and  to  make  a  few  general  observations. 

In  working  on  the  budget  for  FY  72,  we  saw  it  to  be  essential  to 
reverse  and  turn  downward  —  and  not  merely  for  the  year  ahead  --the 
trend  of  growing  deficits  the  University  has  recently  experienced.   We  did 
not,  however,  think  it  wise  to  start  with  some  predetermined  result 
whether  it  be  a  balanced  budget  in  FY  72,  a  deficit  of  $1  million,  $1.5  million, 
$2  mUlion,  or  whatever.   Any  such  predetermined  figure  would  have  had  to 
be  arbitrary,  and  the  costs  involved  in  reaching  it,  measured  in  terms  of 
effects  on  the  educational  quality  of  the  University  and  on  morale,  might  or 
might  not  have  been  greater  than  the  benefits.  Accordingly,  we  decided  to 
proceed  more  pragmatically,  testing  each  potential  source  of  improvement 
in  the  deficit  against  the  likely  effects  on  the  University  and  trying  to  pay 
particular  attention  to  the  long-run  consequences  of  various  courses  of  action. 
We  have  been  determined  not  to  make  recommendations  that  would  imperil 
the  essential  quality  of  the  University. 

^   The  projected  deficit  of  $1.  2  milUon  at  which  we  finally  arrived  is 
about  $1.  4  million  lower  than  the  estimated  deficit  for  the  current  year  and 
about  $4.  3  milUon  lower  than  the  initial  figure  for  FY  72.    This  is  not  to 
suggest  that  anyone  can  be  pleased  with  a  deficit  of  $1 . 2  milUon.   If  a 
deficit  of  this  magnitude  in  fact  occurs  in  FY  72,  it  will  have  to  be  financed 
by  drawing  down  capital,  and  this  in  turn  will  mean  less  earning  power  for 
the  future.   Still,  there  is  one  very  important  sense  in  which  a  projected 
deficit  of  $1.  2  million  for  FY  72  is  an  encouraging Vesult.   It  suggests  that 
we  have  achieve^  the  objective  of  reversing  the  trend  toward  larger  and 
larger  deficits  which  seemed  to  be  starting  at  Princeton  and  which  has 
occurred  at  many  other  colleges  and  universities. 
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How  much  satisfaction  can  be  derived  from  having  reversed  the 
direction  of  change  depends,  of  course,  on  whether  this  really  represents 
substantial  progress  back  toward  budget  balance  or  whether  it  represents 
only  a  temporary  pause  which  will  soon  be  followed  by  the  appearance  once 
again  of  growing  deficits. 

This  question  of  what  comes  next  has  been  much  on  our  minds  all 
through  the  process  of  developing  recommendations  for  FY  72,  and  a  series 
of  alternative  projections  for  FY  73  and  PY  74  are  described  later  in  this 
section.   They  show  the  conditions  under  which  we  hope  it  Will  be  possible 
to  make  further  progress  toward  restoring  a  balanced  budget.  Before 
moving  on  to  a  consideration  of  the  outlook  for  FY  73  and  FY  74,  however, 
it  is  necessary  to  say  a  little  more  about  the  general  characteristics  of  both 
the  income  and  expenditure  sides  of  the  proposed  budget  for  FY  72. 

Budgeting  for  FY  72;  Increasing  Income  by 
Raising  Tuition  and  Other  Charges 

It  would  have  been  impossible  to  reduce  the  deficit  for  FY  72  to 
anything  like  its  proposed  level  without  recommending  significant  increases 
in  charges  of  all  kinds.   The  differences  on  Table  2  between  the  "initial" 
income  estimates  for  FY  72  and  the  "recommended"  estimates  are  due 
entirely  to  higher  charges.   In  total,  they  amount  to  $1, 733,  000  of  additional 
income.   (It  should  be  noted,  however,  that  by  no  means  all  of  the  increases 
between  FY  71  and  FY  72  in  income  from  student  fees  or  from  auxiliary 
activities  are  the  result  of  increased  charges.  Increases  in  both  of  these 
categories  also  reflect  rising  enrollment  as  a  result  of  coeducation,  and 
this  source  of  additional  revenue  is  reflected  in  the  "initial"  income  esti- 
mates for  FY  72.   As  can  be  seen  by  comparing  these  initial  FY  72  figures 
with  the  figures  for  FY  71,  the  amounts  involved  are  c<xisiderable  — 
roughly  $550,  OOO  of  student  fees  and  $330,  000  of  income  from  auxiliary 
activities. ) 


I 
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The  increase  in  income  of  $1,  733,  000  associated  with  higher  charges 
results  from  the  following  specific  proposals: 

•  Tuition:  to  increase  by  $300  at  both  undergraduate 
and  graduate  levels  (from  $2,  500  to  $2,  800  for  under- 
graduates and  from  $2,  600  to  $2,  900  for  graduate 
students); 

•  Undergraduate  Dormitory  Charges:  to  increase  by 
$50  (from  $530  to  $580  per  year); 

\  •  Undergraduate  Dining  Charges:  to  increase  by  $60 

(from  $740  to  $800  for  students  with  20-meal  contracts 
at  Commocy  and  from  $900  to  $960  for  students  with 
20-meal  contracts  at  the  "halls"  and  "colleges");  1./ 

•  Graduate  College  Dormitory  and  Food  Service  Charges: 
to  increase  on  average  about  $73  (6.75  percent); 

•  Rents  for  Married  Graduate  Student.  Housing:  to 
increase  about  1 0  percent;  '  " 

•  Rents  for  Faculty  and  Staff  Housing:  to  increase 
10  percent  across-the-board  plus  additional  increases 

on  somis  units  as  part  of  a  three -year  rient  equaliza- 
tion program; 

•  Cafeteria  Prices:  to  increase  on  average  ahm it 
10  percent; 

•  Athletic  Ticket  Book  Prices:  to  increase  by  an  amount 
yet  to  be  determined,  but  probably  from  $22  to  $25  for 
students  and  from  $16. to  $25  for  faculty  and  staff. 

It  is  with  the  greatest  reluctance  that  the  Committee  recommends 
such  substantial  increases.   They  will  affect  virtually  every  member  of 
of  the  University  community  and  will  cause  real  hardship  for  some  students 
(and  parents)  and  some  members  of  the  faculty  and  staff  living  in  Univer- 
sity housing.  We  have  arrived  at  these  recommendations  only  after  a 
detailed  analysis  of  trends  in  the  costs  of  some  of  the  services  provided 
(housing  and  dining)  and,  especially  in  the  case  of  tuition,  after  a  careful 


-  For  1 4-meal  contracts  the  increase  recommended  is  also  $60,  but  for 
7-mieal  contiracts  the  increase  ^^^r^^^^ 
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examination  of  corresponding  charges  at  other  colleges  and  universities. 
As  the  more  complete  discussion  of  these  recommendations  presented 
later  will  emphasize,  we  have  also  tried  hard  to  be  sensitive  to  consldera 
tlons  of  equity:  to  move  away  from  situations  In  which  some  groups 
within  the  University  community  subsidize  others  for  reasons  which 
are  hard  to  justify. 

Other  parts  of  this  report  contain  recommendations  intended  to 
cushion,  at  least  in  limited  ways,  the  effects  of  higher  charges  on  stu- 
dents and  their  families.   Still,  we  have  concluded  that  under  present 
circumstances  those  who  benefit  most  directly  simply  must  be  asked  to 
pay  a  larger  fraction  of  their  own  educational  costs. 

Budgeting  for  FY  72:  Re  straining  the 
Growth  of  Expenditures 

Moving  from  the  potential  deficit  of  $5.  5  million  revealed  by  our 
initial  calculations  to  the  proposed  deficit  of  $1.  2  million  has  involved 
more  than  simply  increasing  charges  enough  to  yield  an  additional  $1.  7 
million  of  revenue;  it  has  also  involved  cutting  $2.  6  million  from  re- 
quested expenditures.  And,  it  should  be  stressed  that  these  cuts  were 
made  from  budget  requests  that  had  been  submitted  after  department 
heads  had  received  the  stringent  budget  guidelines  described  earlier.  To 
be  sure,  not  all  department  heads  observed  the  guidelines  scrupulously, 
and  some  of  the  cuts  recommended  by  our  Committee  consisted  of  bring- 
ing requests  in  line  with  the  guidelines;  most  cuts,  however,  consisted 
of  recommended  reductions  in  the  budget  bases  of  departments  and 
programs. 

One  way  of  examining  the  overall  magnitude  of  the  Committee's 
proposals  is  by  comparing  the  recommendations  for  FY  72  with  the 
expenditures  budgeted  for  FY  71 .   As  can  be  seen  from  Table  2,  pro- 
jected expenditure  s  of  all  kinds  for  FY  72  are  almost  $1  million  lower 
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than  the  total  expenditures  which  we  expect  will  be  made  during  the 
current  year.   If  these  projections  hold,  this  will  be  the  first  time  since 
the  end  of  World  War  II  when  the  total  budget  of  the  University  has  de- 
clined from  one  year  to  the  next. 

The  projected  decrease  in  total  expenditures  is  seen  to  be  even 
more  significant  when  we  recognize  that  it  is  expected  to  occur  in  the 
face  of  a  number  of  forces  largely  outside  the  control  of  the  University 
which  are  pulling  in  the  opposite  direction.   Specifically,  Table  2  shows 
that  projected  expenditure's  for  FY  72  are  being  pushed  up  by: 

1.  An  increase  of  $188,  000  in  the  charge  to  the 
operating  budget  for  amortization  of  indebtedness  and  trans- 
fers to  reserves  for  equipment  purchases  and  major  mainte- 
nance expenditures.   The  amortization  of  indebtedness  increases 
only  $10,  000,  with  the  remaining  increase  of  $178,  000 
representing  the  results  of  a  formula  calculation  which  relates 
transfers  to  reserves  in  any  onQ  year  to  moving  averages  of 
expenditures  in  past  years.  Thus,  until  the  relatively  large 
expenditures  made  over  the  past  five  years  for  major  mainte- 
nance work  their  way  through  the  formula,  there  is  nothing 

that  can  be  done  about  this  source  of  upward  pressure  on  the 
budget. 

2.  An  increase  of  $250,  000  in  the  category  labeled 
"allowance  for  contingencies. "  This  substantial  jump  was  re- 
quired because  of  two  very  real  contingencies:  (a)  the  obliga- 
tions of  the  University  to  the  State  ur     iployment  compensation 
system,  after  coverage  of  University  employees  begins  in 

January  1972;  and  (b)  the  likelihood  that  negdliations  currently 
under  way  with  the  Atomic  Energy  Commission  will  result  in 

the  University  having  to  absorb  a  larger  share  of  library  costs 
than  has  been  the  case  in  the  past. 
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3.  A  swing  of  $450,  000  in  the  category  labeled 
"savings  from  unfilled  positions."  Precisely  because  the 
budget  for  FY  72  will  be  so  much  tighter  than  any  previous 
budget,  we  have  not  felt  that  we  could  count  on  anything  like 
the  savings  in  previous  years  from  some  authorized  positions 
remaining  vacant.   Had  we  carried  over  the  same  allowance 
in  the  FY  71  budget  into  the  FY  72  projections,  the  expenditure 
total  (and  thus  the  deficit)  for  FY  72  would  have  been  $450,  000 
lower  than  shown  on  Table  2.    However,  we  do  not 
believe  that  this  would  have  been  a  proper  procedure. 

In  addition  to  these  three  forces  --  which  together  make  the  expendi- 
ture budget  for  FY  72  higher  than  the  expenditure  budget  for  FY  71  by 
$888,  000     --      we  have  of  course  had  to  make  some  provision  for  salary 
increases  for  members  of  the  faculty  and  staff.  Without  trying  to  antici- 
pate the  longer  discussion  of  salary  policy  in  Section  III  of  this  report, 
it  can  be  noted  that  the  pool  of  $1,  452,  000  for  salary  increases  shown 
on  Table  2  (to  be  paid  from  general  funds  only)  is  intended  to  go  dispro- 
portionately to  those  members  of  the  staff  who  are  less  well  paid.  On 
grounds  of  equity  and  on  grounds  of  keeping  up  with  competition  from 
other  . employers  in  local  labor  markets,  the  minimal  salary  increases 
implicit  in  this  figure  are  in  fact  almost  as  uncontrollable  as  the  items 

mentioned  immediately  above  --  especially  at  a  time  when  the  cost  of 
living  continues  to  increase  so  steadily. 

When  allowance  is  made  for  all  of  these  upward  pressures  on  the 
expenditure  side  of  the  budget,  we  find  that  the  overall  reduction  of  almost 
$1  million  in  projected  total  expenditures  between  FY  71  and  FY  72  is 
really  attributable  to  a  decrease  of  about  $3.  2  miUion  in  all  other  expen- 
ditures for  departments,  programs,  and  supporting  services  (exclusive 
of  salary  increases).   Approximately  $2.  2  million  of  this  reduction  is 
eacpected  to  come  in  the  form  of  lower  expenditures  on  sponsored  projects. 
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and  approximately  $1  million  is  expected  to  come  from  lower  base 
expenditures  for  a  host  of  other  programs  and  activities. 

While  no  segment  of  the  University  has  escaped  the  need  to  make 
significant  economies,  the  major  dollar  savings,  aside  from  sponsored 
research,  are  projected  to  occur  in  the  following  areas: 

•  Special  Academic  Programs:  approximately  $50,  000 
as  a  result  of  the  elimination  of  the  summer  teacher 
intern  program  and  the  Office  of  Survey  Research; 

•  Computer  Center:  $185,000; 

•  Athletics:  $68,000; 

•  Security:  $86,  000; 

•  Academic  Administration:  $86,  000; 

•  General  Administration:  $179,000; 

•  Planning,  Plant,  and  Properties  (operation  of  all 
buildings  and  grounds):  $236,  000.  . 

Furthermore,  it  must  be  recognized  that  even  those  departments 
for  which  no  absolute  reduction  in  expenditures  has  been  recommended 
will  in  many  cases  have  to  cut  back  on  their  base  level  of  real  expendi- 
tures nevertheless.   The  reason,  of  course,  is  that  the  prices  of  things 
they  buy  continue  to  rise,  and  these  increases  in  unit  costs  will  have  to  be  • 
absorbed  out  of  fixed  dollar  budgets.   The  library  is  perhaps  the  best  ex- 
ample of  this  situation.  We  have  recommended  that  the  library  operate 
in  FY  72  with  the  same  dollar  budget  as  in  FY  71  (again,  excluding  salary 
increases).   But,  since  the  costs  of  acquisitions  go  up  remorselessly, 
the  library  will  have  to  reduce  either  acquisitions  or  services  to  live 
within  this  budget.    More  generally,  if  we  make  allowance  for  those  funds 
in  the  FY  72  operating  budget  which  will  have  to  go  to  meet  the  rising 
costs  of  purchased  items  of  all  kinds,  as  well  as  salary  increases,  we 
obtain  a  better  idea  of  the  real  reduction  in  the  budget  base  of  the  Univer- 
sity that  is  being  recormnended.  Excluding  sponsored  research,  we 
beUeve  this  reduction  to  be  well  over  $2  milUon,  measured  in  current  prices, 
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Another  way  of  summarizing  the  extent  to  which  the  growth  in 
expenditures  has  been  restrained  is  by  comparing  percentage  rates  of 
increase  in  total  expenditures  and  in  expenditures  per  student  over  the 
last  few  years  with  the  experience  for  the  whole  of  the  decade  beginning 
with  Fiscal  1960.   This  has  been  clone  in  Table  3. 

The  most  important  line  on  this  table  is  the  last  line,  which  shows 
rates  of  increase  in  expenditures  per  student  after  eliminating  changes  in 
direct  expenditures  for  sponsored  research.   The  extent  to  which  increases 
in  cost  per  student  have  been  dampened  by  the  decisions  of  the  last  few 
years  is  evident.  Having  experienced  an  average  annual  rate  of  increase 
in  cost  per  student  of  7.  8  percent  between  FY  60  and  FY  69,  we  had  an 
increase  of  5.  0  percent  between  FY  69  and  FY  70,  we  are  expecting  an 
increase  of  4.  8  percent  between  FY  70  and  FY  71,  and  we  are  projecting 
a  decrease  of  -0.1  percent  between  FY  71  and  FY  72.    These  results  are 
attributable  to  the  control  over  total  expenditures  which  has  been  exer- 
cized over  the  last  three  years  and  to  the  increases  in  enrollment  accom- 
panying coeducation. 

Since  there  has  been  so  much  discussion  of  the  financial  as  well 
as  educational  aspects  of  coeducation,  it  is  worth  noting  that  the  admis- 
sion of  women  undergraduates  has  been  accomplished  well  within  the 
financial  constraints  described  in  the  Patterson  Report  on  coeducation 
and  in  the  subsequent  reports  describing  plans  for  implementation.  In 
fact,  the  capital  costs  associated  with  Phase  I  of  coeducation  are  below 
the  original  estimates;  and,  from  the  standpoint  of  the  operating  budget, 
the  additional  income  from  tuition  has  offset  fully  the  additional  educa- 
tional costs. 

Looking  Ahead:  Projections  for 
FY  73  and  FY  74  • 

Because  estimates  of  income  and  expenditure  for  the  current  year 
are  still  subject  to  uncertainty,  and  because  projections  for  FY  72  must 
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TABLE  3 


Rates  of  Change  in  Expenditures  and  in  Expenditures 
Per  Student,  FY  60  Through  FY  72  (Projected) 


Time  Periods 


FY  60 

to 
FY  69 
(Avg.  Annual 
Growth  Rates) 


FY  70 
FY  69  to 

to  FY  7 1 

FY  70  (Estimated) 


Total  Expenditures  1^  ^  9.8%  5.  3% 


1.0% 


FY  71 
(Estimated) 
to 
FY  72 
(Projected) 

-1.  3% 


Total  Expenditures 
Excluding  Direct 
Expenditures  on  Sponsored 
Research  . 


10.  7% 


9.  2% 


9.  5% 


2.  2% 


Total  Expenditures  Per 
Student  (Excluding  Clrect 
Expenditures  on  Sponsored 
Research) 


5.0% 


4.  8% 


-0. 1% 


After  deducting  interdepartmental  charges. 


»w««w»»8««^^   „  ^   _  ;  
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be  viewed  as  subject  to  quite  considerable  fluctuations,  it  is  plain  that 
any  attempt  to  make  projections  several  years  further  into  the  future  must 
be  viewed  with  caution  and  the  results  interpreted  accordingly.  Figures 
for  surpluses  or  deficits  are,  of  course,  especially  subject  to  error  since 
they  are  the  residual  results  of  a  host  of  factors  and  forces.   In  a  budget 
of  roughly  $75  million,  a  net  fluctuation  of  as  little  as  1  percent  in  either 
income  or  expenditures  represents  a  swing  of  $750,  000      almost  two- 
thirds  the  size  of  the  projected  deficit  for  FY  72.  And,  swings  of  this 
magnitude  or  more  can  occur  easily  even  over  the  short  run. .  Actual 
amounts  spent  depend  not  only  on  budgetary  allocations  but  on  such  other 
factors  as  decisions  by  graduate  students  to  accept  or  reject  admission, 
unpredictable  variations  in  security  costs,  and  so  on.   Income  is  affected 
by  such  varied  factors  as  swings  in  corporate  earnings  and  in  the  compo- 
sition of  the  University's  portfolio,  the  success  of  Annual  Giving,  the 
results  of  other  efforts  to  raise  fUnds  from  private  sources,  and  Federal 
Government  appropriations. 

Nevertheless,  the  seriousness  of  the  present  financial  situation 
requires  that  we  do  our  best  to  look  at  least  two  or  three  years  ahead  when 
developing  budgets  and  financial  plans.   While  there  is  always  the  danger 
that  projections  will  be  misinterpreted,  and  viewed  as  embodying  a  pre- 
cision that  could  in  fact  only  be  specious,  there  is,  in  our  judgment  much 
greater  danger  in  not  making  projections.  In  a  setting  in  which  we  face  the 
possibility  of  a  series  of  substantial  deficits,  rather  than  just  a  single  bad 
year  that  could  be  considered  an  aberration,  it  simply  is  not  responsible 
to  consider  each  year  as  it  comes  pr  to  make  commitments  this  year 
without  understanding  their  implications  for  the  future .   To  take  an 
obvious  example,  the  number  of  entering  students  on  financial  aid  will 
affect  four  successive  budgets.   Also,  the  full  savings  derived  from  cer- 
tain policy  decisions  (for  example,  phasing  out  a  program)  usually  appear 
only  over  a  considerable  period  of  time. 
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In  the  work  done  a  year  ago  on  the  budget  for  the  current  year  we 
made  significant  progress  in  forward  planning.  Having  stated  the  "falling- 
off-the-cliff  principle"  in  last  year's  report  of  the  Priorities  Committee 
(that  we  should  avoid  commitments  that  seem  likely  to  force  us  to  jump 
off  a  higher  financial  cliff  in  the  future),  we  applied  this  principle  to  recom 
mendations  concerning  the  size  of  the  graduate  school,  the  nature  of  finan- 
cial aid  packages  offered  to  graduate  students,  and  the  building  up  of 
library  collections  in  certain  specialized  areas. 

This  year  we  have  pushed  this  approach  much  farther  and  have 
asked  the  heads  of  a  number  of  departments  to  provide  us  with  alternative 
financial  plans  (based  on  different  assumed  levels  of  support)  extending 
over  the  next  three  fiscal  years.   On  the  basis  of  these  submissions  and 
a  number  of  other  assumptions,  we  have  constructed  a  series  of  composite 
projections  for  FY  73  and  FY  74.    The  "higher"  and  "lower"  sets  of 
assumptions  for  both  income  and  expenditure  are  presented  in  Appendix  B. 

One  of  these  assumptions  requires  special  comment  here.   It  is 
the  use  of  the  same  overall  rate  of  increase  (6  percent)  for  salary  pools 
under  both  the  "higher"  and  "lower"  alternatives.    For  reasons  stated 
more  fully  in  Section  IV,  we  do  not  believe  the  University  can  expect  to 
hold  salary  increases  much  below  this  level  in  FY  73  and  FY  74  without 
running  real  risks  in  terms  of  both  morale  and  the  abiUty  to  recruit  and 
hold  really  excellent  people.   That  is,  we  see  the  austere  policy  for 
salary  increases  being  recommended  for  FY  72  as  valid  only  on  a  one- 
year  basis.  • 

The  analysis  of  these  projections  summarized  in  Table  4  and 
represented  graphically  in  Figure  2  shows  results  ranging  in  FY  74  from 
a  deficit  of  $3. 8  million  to  a  small  surplus  (about  $70,  000).   This  range 
is  significant  in  and  of  itself,  for  it  reveals  the  substantial  variations  in 
operating  results  associated  with  rather  modest  differences  in  assumptions. 
This  range  of  results  also  helps  us  see  the  dimensions  of  our  problem 
between  now  and  July  1974  expressed  in  terms  of  one  set  of  boundaries. 
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TABLE  4 

Summary  of  Expenditure  and  Income  Proiections,  Operating  Budgets. 

FY  73  and  FY  74 
($  Thousands) 


FY69 
Actual 

FY70 
Actual 

^Y71 
Budget 

FY72 

FY73 

FY74 

I. 

Higher  Income 
Higher  Expense 
Surplus  or  (Deficit) 

72, 887 
72,805 
82 

76,  481 
77,466 
(985) 

76,109 
78,  665 
(2,  556) 

76,614 
77,  795 
(1,181) 

81,633 
83,174 
(1,541) 

87,185 
88,325 
(1,140) 

II. 

Lower  Income 
Lower  Expense 
Surplus  (or  Deficit) 

72,887 
72,805 
82 

76,481 
77,466 
(985) 

76,109 
78,665 
(2,556) 

76,614 
77,  795 
(1,181) 

77,668 
79,  619 
(1,951) 

78,826 
81,381 
(2,  555) 

in. 

Higher  Income 
L^wer  Expense 
Surplus  or  (Deficit) 

72,887 
72.805 
82 

76,481 
77,  466 
(985) 

76,109 
78,665 
(2,556) 

76,614 
77, 795 
(1,181) 

81,633 
82, 359i/ 
(726) 

87,185,  , 
87,112i/ 

73 

IT. 

Lower  Income 
Higher  Expense 
Surplus  or  (Deficit) 

72,887 
72, 805 
82 

76,481 
77,466 
(985) 

76,109 
78,665 
(2,  556) 

76, 614 
77,  795 
(1,181) 

77,668 
80, 4342/ 
(2,766) 

78,826 
82, 5942/ 
(3,768) 

-  Higher  Sponsored  Project  expenses,  higher  Graduate  School  expenses,  and  lower 
undergraduate  scholarship  expenses  modified  for  higher  tuition, included  to  match 
higher  sponsored  project  income,  higher  Graduate  School  income  and  tuition,  and 
higher  undergraduate  tuition.   Lower  expenses  are  increased  by  2,  740  in  FY  73 
and  5,  731  in  FY  74. 

-  Lower  Sponsored  Project" expenses,  lower  Graduate  School  expenses,  and  higher 
undergraduate  scholarship  expenses  modified  for  lower  tuition, included  to  match 
lower  Sponsored  Project  income,  lower  Graduate  School  income  and  tuition,  and 
lower  undergraduate  tution.  Higher  expenses  are  reduced  by  2,740  in  FY  73  and 
5,  731  in  FY  74. 


FIGURE  2. 
Operating  Budget  Surpluses  /  Deficits 
Alternative  Projections 
FY  73  &  FY  74 


-173  • 


FY  69 
ACTUAL 


FY  72 
PROJ. 


FY  73 
PROJ. 


FY  74 
PROJ. 


It 


i  Surplus 

I     ■  ■ 

Deficit 


lERIC 


Source,  Table  4 


-  174  • 


(The  reason  for  saying  "one  set  of  boundaries"  Is  that  neither  the  higher 
nor  lower  sets  of  assumptions  represent  really  extreme  cases.  This 
Is  particularly  true  of  the  higher  assumptions,  as  Is  evident  from  the 
fact  that  the  rates  of  Increase  In  both  Income  and  expenditures  actually 
experienced  at  Princeton  over  a  good  part  of  the  postwar  period  have 
been  higher  than  our  "higher"  projections.) 

The  Implications  of  these  calculations  for  University  policy-making 
cannot  be  determined  without  at  least  spine  sense  of  what  our  financial 
objectives  should  be  over  this  period.    On  this  Important  question  there 
is  full  agreement  among  the  members  of  the  Priorities  Committee,  the 
President,  and  the  special  Budget  Subcommittee  of  the  Finance  Committee 
of  the  Board  of  Trustees/  We  believe  that  every  effort  should  be  made  to 
achieve  a  budget  that  is  at  least  approximately  in  balance  by  FY  74, 

While  all  of  us  would  of  course  prefer  to  balance  the  budget  even 
sooner,  we  recognize  that  certain  kinds  of  savings  can  be  achieved  only 
over  time  (as  activities  are  scaled  down,  suspended,  or  phased  out),  that  ' 
the  task  of  reducing  expenditures  must  be  discharged  w     care  and  pre- 
cision and  riot  by  making  precipitous  decisions,  and,  finally,  that  trying  * 
to  inove  too  fast  in  the  pursuit  of  a  balanc  its  own  sake  could 

require  unacceptable  sacr^^^^  health  of  the 

.ynlversity.  These  considerations  could,  under  certain  circumstances, 
make  it  undesirable  to  push  for  a  balanced  budget  in  FY  74,  and  we  must 
reserve  final  judgment  on  this  question  until  key  assumptions  can  be 
tested  and  possible  sources  of  savings  explored  in  detail.  We  are  con- 
vinced, however,  that  this  is  the  right  goal  for  planning  purposes; 

All  of  the  available  evidence  suggests  that  the  financial  squeeze 
now  being  felt  so  acutely  by  most  colleges  and  universities  is  attributable 
to  deepr seated  causes  and  cannot  be  expected  to  disappear  of  its  own  accord 
within  a  year  or  so.  So  far,  Princeton  has  fared  better. than  many  other 
coinparable- universities,  in  part  because  we  are  fortunate  In  the  size  of 
our  endowment  a  of  our  alumni  and  bther  friends,  and  in 


-  175  - 


part  because  we  saw  some  of  these  problems  coming  sooner  and  have 
been  acting  accordingly.  We  continue  to  believe  that,  faced  with  serious 
long-term  problems,  it  is  better  to  respond  directly  and  immediately  than 
to  allow  a  gradual  deterioration  which  in  turn  will  require  even  more  drastic 
action  later.   The  experiences  of  many  universities,  as  well  as  other  kinds 
of  organizations,  support  this  general  proposition. 

Development  of  a  Provisional  Plan  for  ^ 
FY  73  and  FY  74 

Let  us  now  look  more  carefully  at  our  projections  in  light  of  the 
objective  of  achieving  at  least  an  approximately  balanced  budget  in  FY  74. 
.  It  is  obvious  that  this  will  be  no  easy  task.   The  projections  into  FY  74, 
taken  as  a  group,  certainly  suggest  the  strong  possibility  of  a  large 
deficit  in  that  year,  and  we  believe  that  to  do  better  than  this  will  require 
the  adoption  and  execution  of  a  plan  that  is  restrictive  in  all  important 
respects. 

On  the  expenditure  side  of  the  budget,  we  see  from  Table  4  that 
the  higher  expense  assumptions  lead  to  a  projected  deficit  in  FY  74  of 
about  $1. 1  million  even  when  combined  with  the  higher  income  assumptions. 
When  combined  with  the  lower  income  assumptions  they  yield  a  projected 
deficit  of  nearly  $3.  8  milUon.    Consequently,  we  conclude  that  the  higher 
expenditure  projections  cannot  be  accepted.  Nor  does  it  appear  as  if 
minor  modifications  in  the  higher  expense  proj ections  would  be  compat- 
ible with  the  objective    of  a  balanced  budget  in  FY  74.   Thus,  we  believe 
that  one  niajpr  component  of  our  provisional  plan  for  FY  .73  and  FY  74 
has  to  be  acceptance  of  the  lower  expenditure  assumptions. 

Are  the  lower  expendit^^^  realistic?  In  general, 

they  involve:  (1 )  operatihg  t^o 

number  of  faculty  on  geiieral  funds  or  in  the  number  of  supporting  staff 
above  the  levels^ 

almost  all  instances,  .:  t^  the  curi:ent  year— 

in  spite  of  some  further  increase  in  the  niiinber  of  women  undergraduates; 
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(2)  holding  all  increases  in  operating  expenses  to  3  percent  per  year;  and 

(3)  accepting  quite  rigid  controls  on  the  amounts  that  can  be  spent  for  din- 
ing services,  library  purchases,  the  operation  of  the  physical  plant,  and 
for  student  aid  at  undergraduate  and  graduate  levels.    While  these  are 
plainly  tight  constraints  —  especially  when  applied  over  a  three-year 
period  —  we  think  it  should  be  possible  to  adhere  to  them  for  this  long 
provided  that  the  necessity  for  them  is  understood  within  the  University 
community  and  that  we  get  at  least  some  cooperation  from  the  behavior 

of  prices  in  the  economy  at 4arge. 

The  next  step  in  developing  a  provisional  plan  through  FY  74  is  to 
look  again  at  income  and  attempt  to  determine  which  assumptions  ought 
to  be  used.   There  is  a  great  temptation  simply  to  adopt  the  higher  set  of 
income  assumptions  in  toto  since  we  have  already  seen  (cf.  Section  III  of 
Table  4)  that  combining  the  lower  expense  and  higher  income  projections 
leads  to  the  expectation  of  a  modest  surplus  in  FY  74.    This  would  be 
improper,  however,  in  that  it  would  involve  basing  our  planning  on  a 
rather  optimistic  set  of  assumptions  about  incoms,  most  of  which  are 
outside  our  control  and  some  of  which  may  not  be  valid. 

What  we  have  done  instead  is  construct  a  hew  set  of  assumptions 

which  represent  somiething  of  a  middle  ground  between  the  lower  and  higher 

assumptions  sunimarized  in  Appendix  Table  B-1.  Specifically,  we  have: 

(1)  taken  the  mid- point  between  the  lower  and  higher  assumptions  for 

endowment  income,  tuition  rates,  and  other  income;   (2)  taken  the  lower 

'  assumption  for  other  gifts  and  grants;  and  (3)  taken  the  higher  assump- 
tion for  Annual  Giving. 

These  new  assumptions  for  income  constitute  the  second  main 
c<»nppne!nt  of  our  provisional  pla^  and  they  are  listed  on  Table  5  along 
with  their  dollar  implications  and  the  dollar  iinplicatioris  of  the  lower 
expenditure  as  siuhptions  (after  the  riao^ifications  riecessa^  insure 
ccMisistency  with  the  new  income  numbers.)  While  it  is  very  difficult  to 
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know,  for  example,  whether  Annual  Giving  will  increase  at  a  modest  rate 
once  again  after  having  dropped  last  year,  there  are  other  assumptions 
which  seem  conservative,  if  anything  (for  example,  the  assumption  that  we 
shall  succeed  in  replacing  only  25  percent  of  the  term  grants  which  are 
about  to  end,  and  the  assumption  that  sponsored  research  will  now  do  no 
better  than  stay  even  in  dollar  terms  after  the  phasing  out  of  support  for 
the  Accelerator  has  been  completed  in  FY  71).   Thus,  taken  as  a  whole, 
we  think  that  this  new  set  of  income  projections  represents  a  reasonable 
set  of  expectations. 

The  combination  of  these  expenditure  and  income  elements  of  the 
provisional  plan  implies  a  deficit  of  about  $1. 1  million  in  FY  73  and  a 
deficit  between  $600,  000  and  $700,  000  in  FY  74  (see  the  top 
part  of  Table  5).  The  total  expenditure  element  increases  3.  6  percent 
between  FY  72  and  FY  73  and  3.4  percent  between  FY  73  and  FY  74.  As 
can  be  seen  most  clearly  from  the  top  part  of  Figure  3,  this  represents 
some  resumption  of  rising  costs  after  the  sharp  cuts  in  the  base  of  the  - 
budget  proposed  for  FY  72;  but  it  also  represents  a  rate  of  increase  far 
below  that^^characteristic  of  the  previous  decade  or  so  (coinpare  Table  3). 
The  rate  of  growth  of  income  impUcit  in  the  provisional  plan  is  3. 8  percent 
between  FY  72  and  FY  73  and  3. 9  percent  between  FY  73  and  FY  74.  Here 
too  we  are  presuming  some  recovery  but  nothing  like  the  rate  of  growth 
characteristic  of  the  I960' s.—^ 

In  showing  a  projected  deficit  of  under  $700,  000  in  FY-74,~ 
we  have  succeeded  in  continuing  to  move  in  the  general  direction  of  a 


To  obtain  a  more  complete  impression  of  relative  rates  of  change 
over  different  time  periods,  it  is  again  useful  to  exclude  direct  expenditures 
for  sponsored  research  (and  associated  income)  from  air  of  the  calculations. 
When  this  is  done,  the  rates  of  growth  of  expenditures  and  income  implicit  * 
in  this  p^an  increase^  t^^^^ 

72  to  FY  73/  and  to  4.  3  percent  and  5.  0  percent,  respectively,  for  FY  73 
:  .T4 ^  The  middle  part  of  Figure  3  shows  the  expenditure  and  income 

figuref  a^^^^  sponsored  research 

t^at  have  occurred  over  t     last  two  or  three  years,  and  these  lines  show 
excluding  sponsored  research^^^^^  the  appearance 

of :  abrupt  change  ^^  m  71  and  72v  on  the  one 

Mnd/?-andiiF^ 
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TABLE  5 

Provisional  Plan 

Operating  Budgets 

FY  73  and  FY  74 
($  Thousands) 


FY69 

PY70 

FY71 

Pro 

jections 

Income—' 

Actusd 

Actual 

Budget 

FY72 

FY73 

FY74 

72, 887 

76,481 

76,109 

76,614" 

79,  532 

82i  649 

Expenses — ' 

72,805 

77,  466 

78, 665 

77,  795 

80,605 

83, 313 

Surplus  or  (Deficit) 

'    ■  \  ,t 

82 

(985) 

(2,  556) 

(1, 181) 

(1,  073) 

(664) 

Net  Savings  from  further 
(unspecified)  reductions 
in  program  base 

-150 

-500 

A  (justed  Surplus  or 
(Deficit) 

o 

(923) 

(164) 

r 


Income  Componentsg 

1.  Endownient:  Midpoint  between  higher 

and  lower  projections  for  FY73  and 
■■  ..  PY74.  ; 

2.  Tuition:  Mid- point  between  increases 
in  higher  and  lower  projections  for 
PY73  and  PY74  (+$250  per  year). 

3.  Sponsored  Research:  Mid- point  b^ 
higher  and  lower  projections  in  FT73  and 
PY74  (constant  at  PY 7 2  level) 

4.  Annual  Giving:  Higher  projection  for 
PY73  and  PY74  (+5%  per  year).  ■ 

5.  Other  Gifts  and  Grants  (private  and 
U.S.  GovH):  Lower  projection  for 
PY73  and  PY74  (25%  replacement). 

6.  Auxiliary  Activities  and  Service^^  ^-^^^^ 
Departments:  Same  as  in  both  higher 
and  lower  projections. 

7.  Other  (mainly  income  on  current  funds) :  ^ 
Midpoint  between  higher  and  lower 
projections  for  PY73  and  PY74.^ 


—  Expenditure  Components: 

AU  lower  expenditure  projections  have 

been  included  except: 

1 .  Sponsored  Research:  Mid-rpoint  between 
higher  and  lower  projections  for  PY73 
and  FY74  (constant  at  PY72  level) 

2.  Graduate  fellowships  and  undergraduate 
scholarships  increased  to  allow  for 
$250  per  year  tuition  increases. 
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balanced  budget,  but  we  have  not  yet  achieved  our  objective  of  projecting 
at  least  approximate  balance  in  FY  74.   To  do  this  requires  the  addition 
of  a  third  element  to  the  provisional  plan:  the  commitment  to  try  to 
achieve  a  farther  net  reduction  in  the  program  base  of  the  budget  of 
approximately  half  a  million  dollars  by  FY  74. 

We  recognize  that  this  will  be  an  extremely  difficult  undertaking. 
In  reviewing  budgftf  requests  for  FY  72  we  have  already  recommended 
both  general  and  selective  economies  affecting  every  segment  of  the 
University,  and  it  seems  unlikely  that  subsequent  efforts  of  the  same 
kind  can  achieve  significant  additional  savings  without  pushing  some  pro- 
grams below  the  threshold  at  whicH  they  can  operate  effectively  and  with- 
out weakening  the  overall  quality  of  the  University.   For  reasons  stated 
more  fully  in  the  next  section,  where  we  summarize  our  general  principles, 
we  believe  strongly  that  further  economies'should  be  sought  mainly  through 
selective  reductions  in  the  program  base,  rather  than  through  either  across- 
the-board  cuts  in  positions  or  continued  withholding  of  normal  salary  in- 
creases.  It  has  to  be  noted,  however,  that  making  selective  reductions  in 
the  program  base  will  be  particularly  difficult  at  Princeton  because  this 
University  is  already  quite  small  and  closely  integrated.   It  does  not 
contain  many  of  the  special  schools  and  programs  that  are  present  in 
other  universities.   Finally,  it  must  be  understood  that  to  achieve  a 
further  net  reduction  of  $500.  000  in  the  program  base  will  require 
considerably  larger  reductions  in  gross  expenditures  because  some  loss 
in  income  is  ahnost  certain  to  accompany  any  reduction  in  programs  and 
thus  to  offset  part  of  the  apparent  savings. 

These  difficulties  notwithstanding,  we  are  convinced  that  the  effort 
ihust  be  made.  Nor  has  our  d  to  move  ahead  with  efforts  to  reduce 

the  program  base  been  motivated  solely  by  a  preoccupation  with  trying  to-  , 
make  the  particular  set  of  expenditure  and  income  figures  on  Table  5  add 
approximately  to  zero  by  FY  74.   There  are  several  other  persuasive 
considerations.. 
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First,  there  is  a  great  deal  of  uncertainty  buried  beneath  all  of  ' 
these  calculations,  and  some  aspects  of  our  provisional  plan  for  FY  72 
may  turn  out  worse  than  expected.   Since  it  takes  time  to  realize  savings 
by  scaling  down,  suspending,  or  phasing  out  programs,  if  we  do  not  begin 
this  job  now,  it  will  be  impossible  to  compensate  promptly  enough  for  any 
unfavorable  turn  of  events  that  may  occur  between  now  and  FY  74. 

It-  is  also  conceivable,  of  course,  that  things  will  turn  out  better 
than  expected.   If  this  occurs,  however,  it  would  be  possible  to  restore 
some  proposed  cuts  (as  one  of  our  colleagues  says,  "all  decisions  are 
permanent  for  the  time  being").    It  would  also  be  possible  to  use  the 
savings  achieved  to  build  additional  strength  elsewhere.   And,  there  are 
few  universities,  including  Princeton,  whose  overall  quality  would  not 
benefit  from  some  reallocations  of  this  kind. 

The  final  --  and  probably  most  important  --  consideration  con- 
cerns the  outlook  beyond  1974.   The  extent  to  which  we  may  have  suc- 
ceeded in  dampening  the  rate  of  increase  in  educational  costs  at  Princeton 
over  the  period  1970  to  1 974  should  not  lead  anyone  to  think  that  such  low 
rates  of  increase  can  continue  for  long  without  forcing  major  changes  in  the 
nature  of  the  University. 

A  university  such  as  Princeton  remains  very  much  a  place  in 
which  faculty  study,  write,  and  work  directly  on  almost  an  apprentice- 
ship basis  with  advanced  undergraduates  and  graduate  students.   In  such 
a  setting,  coist  per  student  is  bound  to  rise  appreciably  over  the  long  run, 
as  salaries  go  up,  even  though  the  rate  of  increase  may  be  slowed  for 
short  periods  by  vigorous  economy  drives  and  for  the  long  period  by 
some  growth  in  enrollment  and  the  attendant  benefits  of  economies  of 
scale  (a  subject  which  cannot  be  explored  in  this  report  but  which  the 
Bressler  Coniiriission  on  the  Future  o       College  will  be  considering). 
Moreover,  while  we^  the  University  can  maintain  itself  over 

periods  of  perhaps^  three  or  M  on  a  largiely  standstill  basis  with 
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regarato  both  the  development  of  new  fields  and  the  strengthening  of 
established  areas,  the  momentum,  the  tone,  the  capacity  to  be  a  leader 
in  higher  education  —  all  these  would  be  threatened  by  a  prolonged  mora- 
toriiun  on  new  developments. 

For  these  reasons  we  remain  convinced  of  two  things.  First, 
that  the  only  satisfactory  long-term  solution  to  the  financial  problems 
of  the  major  private  universities  lies  in  a  return  to  something  like  the 
traditional  rate  of  growth  in  income  —  with  this  likely  to  happen  only  if 
new  programs  at  the  State  and  Federal  levels  are  developed  to  comple- 
ment efforts  to  attract  more  support  from  private  sources.  Second, 
since  none  of  us  can  be  sure  when,  or  in  what  measure,  the  rate  of  growth 
of  income  will  increase,  the  best  interests  of  the  University  require  that 
we  do  everything  possible  now  to  achieve  selective  reductions  in  the  pro- 
gram base  of  the  University.   This  must  be  done  in  order  to)increase  the 
likelihood  that,  over  the  period  beyond  1974,  the  departments  and  pro- 
grams which  we  choose  to  emphasize  will  continue  to  be  strong.  " 
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III.  GENERAL  PRINCIPLES  UNDERLYING  THE 
RECOMMENDATIONS  FOR  FY  72  AND  BEYOND 

The  general  principles  we  have  had  in  mind  in  making  recommen- 
dations for  FY  72  are  much  the  same  in  substance  as  the  principles  stated 
in  last  year's  report  of  the  Priorities  Committee. 

!•   First,  we  continue  to  be  determined  to  maintain  the  quality 
of  Princeton  as  a  university  committed  to  providing  excellent 
educational  programs  at  the  undergraduate  and  graduate  levels 
in  carefully  selected  fields. 
Achieving  this  objective  depends  on  many  things,  some  of  which  are 
quantifiable  and  some  of  which  are  not.    For  example,  we  attach  great 
importance  to  such  intangibles  as  the  loyalty  of  faculty,  staff,  students,  and' 
alumni,  and  things  as  amorphous  as  a  sense  of  community,  the  general 
spirit  of  the  place,  a  shared  respect  for  ideas  (even  when,  or  especially 
when,  they  differ  from  one's  own),  and  the  overall  intellectual,  cultural, 
and  social  milieu. 

No  one  knows  all  the  elements  that  go  to  make  up  this  kind  of  setting, 
or  how  they  have  to  be  mixed  together.    But  we  do  know  that  certain  basic 
ingredients  —  as  important  as  they  are  obvious  --  must  be  present: 

•  An  excellent  faculty  which  includes  outstanding 
younger  persons  as  well  as  established  scholars; 

•  Undergraduate  and  graduate  student  bodies  which 
reflect  diversity  as  well  as  excellence  measured 
along  many  dimeasions; 

•  An  excellent  library  which  is  devoted  ^^n^^^ 

to  collecting  books  and  other  materials  but  also 
.  to  making  them  accessible; 

{       •  Basic  tools  of  instruction  and  research  including 
..  .     .  and  a  high  quality 

computing  facility; 
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•  Residential  and  dining  arrangements  which  contribute 
to  the  educational  purposes  of  the  University; 

•  Adequate  opportunities  to  participate  in  athletics  and 
other  extracurricular  activities; 

•  Effective  administrative  and  supporting  services  of  all 
kinds,  including  an  organization  capable  of  finding  and 
managing  the  financial  resources  on  which  all  other 
activities  depend. 

Strong  budgetary  support  for  each  of  these  elements  can  be  regarded 
as  a  set  of  additional  principles,  derived  from  our  basic  commitment  to 
quality.   And  this  is  how  we  do  regard  them.   It  must  be  emphasized,  > 
however,  that  this  does  not  mean  that  any  of  these  objectives  can  be  regarded 
as  absolutes  or  that  they  can  be  pursued  without  reference  to  overall  limi- 
tations on  available  funds.   Indeed,  a  basic  theme  of  almost  all  discussions 
within  the  Priorities  Committee  has  been:  "When  resources  are  scarce, 
principles  collide.  "  It  is  relatively  easy  to  agree  that  strong  support  for 
each  of  these  elements  is  essential;  it  is  much  harder  to  decide  just  how 
far  each  should  be  pushed  vis -li -vis  all  the  others.   There  are  important 
interactions  that  have  to  be  taken  into  account  and  the  most  fundamental 
questions  inevitably  involve  making  comparisons  at  the  margins.   We  do 
not  believe  that  there  are  inviolable  general  principles  that  can  be  invoked  ' 
to  derive  a  unique  set  of  answers  to  these  hard  questions  of  judgment. 

At  this  very  general  level,  the  best  that  we  have  been  able  to  do  is 
arrive  at  some  rather  simple  conclusions  concerning  the  desirable 
"hierarchy"  of  budget  reductions.   Our  view  has  been  that  to  protect  the 
educational  quality  of  the  University  we  should  proceed  roughly  as  follows 
in  recommending  savings:  (1)  First,  acMeve  all  possib^^^ 
improved  efficiency  —  providing  at  least  the  same  quality  of  education 
and  supporting  services  for  less  money;  (2)  Next,  reduce  administrative 
and  supporting  services  as  niuch  as  is  ^consi^te^        effective  management 

:i^^^®^sity;^r^^  examine  the 

budgets  of  all  adademic  <iep^  to  see  if  it  is  possible 
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to  recommend  reductions  without  causing  significant  decreases  in  educational 
quality;  (4)  Finally,  consider  further  selective  reductions  in  particular 
programs  and  activities  and,  in  some  cases,  their  complete  suspension  or 
termination.    In  practice,  all  of  these  steps  have  had  to  be  pursued  more 
or  less  simultaneously,  but  we  believe  that  our  final  proposals  for  FY  72 
are  consistent  with  this  ordering. 

One  aspect  of  our  approach  to  the  maintenance  of  qualiiy  deserves 
special  emphasis.   We  do  not  favor  attacking  the  longrrun  budget  problems 
of  the  University  by  a  continuing  process  of  nibbling  away  at  all  departments 
and  activities  in  the  University.  Nor  do  we  favor  attempting  to  meet  the 
financial  problems  of  the  next  few  years  by  failing  to  keep  pace  with  salary 
trends  ielsewhere.   Beyond  some  point,  a  policy  of  across-the-board 
reductions  in  budgets,  coupled  with  a  policy  of  allowing  salaries  at  Princeton 
to  fall  in  relation  to  salaries  at  comparable  universities,  would  surely 
impair  the  overall  quality  of  the  University.    The  erosion  of  quality  might 
be  gradual,  but  it  would  also  be  steady.  We  believe  that  this  kind  of 
general  "leveling  down' ^  would  be  nothing  short  of  disastrous,  and  we  are 
determined  to  do  all  that  we  can  to  avoid  it.   Accordingly,  the  Priorities 
Committee  is  unanimously  agreed  on  what  is  really  a  corollary  to  our  first 
principle,  but  we  think  it  is  sufficiently  important  to  list  separately. 

2*  During  this  period  of  financial  stringency,  it  is  far  better 
for  the  University  to  do  a  smaller  number  of  things,  and 
*      continue  to  do  them  very  well,  than  to  accept  a  general 
reduction  in  the  overall  quality  of  the  educational  program. 

Actiijg  pji  this  general  principle     extremely  difficult  and  distasteful. 
Many  of  us  who  agree  with  it  in  the  a  niay  be  reluctant  to  apply  it  to 

specific  cases  r-  especially  when  it  is  evident  that  programs  and  activities 
under  scrutiny  are  good  and  desirable  in  their  own  right  and  involve  people 
who  have  made  important  contributions  to  the  University.  Nevertheless, 
the  C pmmitte e  remains  convinced  that  this  is  the  only  responsible  approach. 
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and  we  are  now  attempting  to  determine  where  we  believe  that  selective 
reductions  should  be  considered. 

In  evaluating  various  programs,  activities,  and  departments;  we 
have  developed  certain  criteria.  They  are  stated  below  as  they  apply  to 
graduate  programs,  but  the  same  general  framework  applies  to  other  an 
also.  -The  criteria  are: 

1.  The  quality  of  the  faculty  and  of  the  program  of  graduate 
instructicMi,  as  they  can  be  inferred  from  the  opinion  of  other 
scholars  in  the  field,  the  views  of  faculty  members  in  related 
disciplines  at  Princeton,  and  any  available  evidence  based  on 
the  opinions  and  experiences  of  graduate  students. 

2.  The  number  and  quality  of  students  who  have  applied  for 
graduate  study  at  Princeton  in  the  field,  who  have  accepted  ad- 
mission, and  who  have  completed  the  program. 

3.  The  future  of  the  whole  field  of  study  in  terms  of 
scientific  and  scholarly  trends  and  in  terms  of  national  needs. 

4.  The  national  contribution  of  the  Princeton  graduate 
program,  viewed  in  the  context  of  the  number  of  other  strong 
programs,  whether  or  not  they  are  operating  below  their 
desirable  size ,  and,  in  general,  whether  suspension  of  a 
program  at  Princeton  would  have  a  seriously  adverse  effect 
on  opportunities  for  graduate  study. 

5 .  The  comparative  advantage  of  Princeton  in  the  field  — 
that  is,  the  ability  of  Princeton  to  make  a  particular  contribution 
to  the  field  in  question  because  of  special  factors  such  as  a  long 
tradition  of  good  work  in  the  subject,  unusually  strong  library 
resources,  arid  so  on. 

6.  The  interactions  between  graduate  study  in  the  field  in 
question  and  graduate  work  and  scholarship  in  other  fields  at 
Princeton^  and  the  likely  effects  of  suspending  work  in  the  field 
on  other  programs  and  faculty  members. 

7;    The  interaction  between  graduate  study  in  the  field  and  ' 

the  quality  and  variety  of  undergraduate  offerings  in  the  same 
field.  .  , 

8.    The  costliness  of  work  in  the  field,  measured  in  terms 
of  instructional  costs,  student  support,  library  costs,  space 
costs,  and  so  on.  • 
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Of  course,  vmambiguous  answers  to  all  of  these  questions  nfiay  not  be 
possible.    Furthermore,  the  recommendations  of  the  Committee  must  also 
take  into  account  the  possibilities  for  meeting  commitments  to  students 
currently  enrolled  and  a  number  of  other  practical  considerations.   Thus,  we 
do  not  want  to  exaggerate  the  importance  of  any  formal  list  of  criteria, 
but  we  have  thought  that  we  should  indicate  the  general  nature  of  our  approach 
to  this  difficult  but  important  aspect  of  the  work  of  the  Committee. 

3.  Our  third  main  principle  is  that  in  adjusting  to  .straitened 
economic  circumstances  we  must  pay  special  attention  to 
considerationfj  of  equity  and  fairness  to  individuals. 

We  have  tried  to  implement  this  general  principle  in  a  variety  of 
ways.   Specifically,  we  have  recommended  that: 

1.  In  general,  larger  percentage  salary  increases  be  given 
to  groups  within  the  University  who  are  in  the  lower  pay  cate- 
gories and  thus  are  severely  affected  by  increases  in  the  cost 
of  living  (see  the  later  discussion  of  salary  policy); 

2.  Reductions  in  staff  be  accomplished,  wherever  feasible, 
by  attrition  rather  than  by  termination; 

3.  Where  terminations  are  unavoidable,  proper  arrangements 
be  made  regarding  length  of  notice  and  severance  pay; 

4.  In  the  case  of  undergraduates,  we  provide  additional 
student  aid  in  some  form  (including  loans  and  work  opportuni- 
ties) to  ensure  that  no  student  who  is  already  enrolled  and 
receiving  aid  will  have  to  leave  for  financial  reasons  as  a 
result  of  rising  charges; 

5.  In  the  case  of  graduate  students,  the  Dean  of  the  Graduate 
School  continue  his  efforts  to  relate  awards  of  financial  assistance 
at  least  in  part  to  financial  need; 

6.  In  the  case  of  certain  classes  of  charges  (especially  rents 
on  University  housing  and  charges  for  dormitories  and  food 
services),  efforts  continue  to  be  made  to  move  as  rapidly  as 
practicable  in  the  direction  of  reducing  hidden  subsidies 
received  by  sbme  individuals  and  not  others. 
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4.  Our  fourth  general  principle  is  that  no  recommendations 
should  be  made  now  which  imply  financial  commitmentis 
into  the  future  which  are  greater  than  can  be  accepted 
under  present  and  foreseeable  circumstances. 

This  is  the  same  idea  referred  to  in  last  year's  report  as  the  ''falling- 
off -the -cliff  principle.  "  This  principle  has  had  considerably  more  effect  on 
recommendations  for  FY  72  than  it  did  on  recommendations  for  FY  71 
because  of  the  progress  made  during  the  intervening  year  in  the  construc- 
tion of  forward  plans  for  various  programs  and  departments.    In  particular, 
this  principle  has  had  a  significant  effect  on  our  recommendations  concerning 
the  library  and  student  aid  at  both  graduate  and  undergraduate  levels. 

5.  Our  fifth  and  last  general  principle  is  simply  concern  for 
the  future  health  of  the  University  as  a  whole. 

Here  too  we  are  doing  no  more  than  restating  a  principle  adopted 
last  year  and,  if  anything,  giving  it  greater  emphasis.   Our  concern  for  the 
future  health  of  the  University  is  already  reflected  in  several  other  principles 
stated  above      most  obviously  the  "falling-off-the-cliff"  principle  and  the 
principle  that  it  is  better  to  be  a  bit  smaller  and  still  very  good  than  to 
accept  a  steady  if  gradual  decline  in  overall  quality.    It  is  also  reflected 
in  the  importance  we  have  attached  to  projections  for  FY  73  and  FY  74. 
In  addition,  this  concern  has  had  a  particularly  strong  effect  on  two 
recommendations:  (1)  That  we  not  try  to  economize  by  reducing  essential 
expenditures  for  repair  and  maintenance  of  buildings  since  such  an  approach 
would  only  lead  to  higher  costs  in  the  future;  and  (2)  that  we  continue  to 
invest  significant  sums  of  money  in  the  development  effort  in  order  to 
increase  the  likelihood  that  we  shall  in  fact  find  the  outside  support  that  is 
so  necessary  for  the  future  welfare  of  tJhe  University. 
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IV.    RECOMMENDATIONS  FOR  SPECIFIC  AREAS: 
APPLICATIONS  OF  THE  GENERAL  PRINCIPLES 

The  purpose  of  this  section  is  to  discuss  in  some  detail  the 
recommendations  of  the  Committee  in  fourteen  specific  areas«  In  each 
case  we  shall  try  to  summarize  the  relevant  information,  bringing  to- 
gether cost  and  income  figures  when  appropriate  (for  example,  in  dormi- 
tories and  food  services),  and  explain  the  likely  effects  of  our  proposals. 
Where  possible,  we  shall  also  discuss  the  outlook  for  FY  73  and  FY  74 
as  well  as  the  Committee's  proposals  for  FY  72, 

Tuition  Policy 

The  Priorities  Committee  recommends  that  tuition  be  increased 
by  $300  for  the  academic  year  1971-72  --  i.  e, ,  from  $2,  500  to  $2,  800 
for  undergraduates  and  from  $2,  600  to. $2,  900  for  graduate  students. 

All  of  us  who  have  been  involved  in  the  discussion  of  tuition  policy 
regret  very  much  the  necessity  to  propose  such  a  large  increase.   As  in 
the  past,  we  are  recommending  that  the  Bureau  of  Student  Aid  and  the 
Graduate  School  Office  be  provided  with  the  resources,  including  loan 
funds,  necessary  to  prevent  this  increase  from  causing  students  now  re- 
ceiving financial  aid  to  have  to  leave  the  University  for  financial  reasons, 
(The  details  of  these  recommendations  are  discussed  in  the  section  deal- 
ing with  student  aid. )  Still,  we  are  painfully  aware  that  an  increase  of 
$300  will  require  further  sacrifices  on  the  part  of  many  students  and 
parents  who  are  already  hard  pressed  financially. 

The  basic  reason  for  the  recommendation  of  a  $300  increase  is 
that  the  overall  financial  situation  of  the  University  requires  it.  As  has 
been  explained  in  pre^dous  sections,  even  with  this  increase  and  all  of  the 
other  recommendations  of  the  Committee,  we  are  still  forced  to  project  a 
deficit  of  almost  $1.2  milUon  for  FY  72. 
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In  evaluating  the  fairness  of  the  proposal  regarding  tuition,  there 
are  several  kinds  of  comparisons  that  need  to  be  made.    First,  the  tuition 
charged  by  Princeton  should  be  considered  in  relation  to  our  educational 
expenditures  per  student.   Second,  we  should  compare  the  tuition  charged 
by  Princeton  with  tuition  charged  by  other  private  colleges  and  universi- 
ties, bearing  in  mind  differences  among  institutions  in  educational  expendi- 
tures per  student. 

At  the  undergraduate  level,  a  detailed  analysis  of  data  for  FY  69 
revealed  that  a  student  at  Princeton  paying  full  tuition  was  still  covering 
only  57  percent  of  his  educational  costs. Of  course,  since  FY  69  major 
efforts  have  been  made  to  restrain  increases  in  costs  while,  over  the 
same  period,  tuition  has  increased  markedly.  As  a  result,  there  has  been 
a  trend  (at  Princeton  and  elsewhere)  for  students  to  pay  a  somewhat  higher 
fraction  of  educational  costs,  a  trend  which  we  believe  must  be  expected 
to  continue,  at  lea^Jt  over  the  next  two  or  three  years.   However,  it  is 
important  not  to  exaggerate  the  change  that  has  occurred.    Rough  calcula- 
tions suggest  that  even  when  we  allow  for  all  of  these  recent  developments, 
the  percentage  of  educational  costs  (excluding  expenditures  for  student  aid) 
covered  by  the  proposed  tuition  rate  for  FY  72  will  still  be  between  60  and 
65  percent. 

At  the  graduate  level,  the  difference  between  tuition  and  educational 
costs  has  always  been  far  greater  than  at  the  undergraduate  level,  and  this 
continues  to  be  the  case.   Recent  estimates  suggest  that  graduate  tuition 
represents  only  about  25  to  30  percent  of  the  costs  of  graduate  education 
excluding  all  fellowship  pajnnents.   All  calculations  of  this  kind  are  approxi- 
mate at  best  because  of  the  conceptual  problems  raised  by  the  interdependence 

~  Defined  for  this  purpose  as  the  direct  and  indirect  costs  of  education 
at  the  undergraduate  level  exclusive  of  expenditures  for  scholarship  aid.  A 
good  case  can  be  made  for  including  expenditures  for  scholarships  on  the 
grounds  that  spending  money  for  this  purpose  is  essential  to  the  educational 
quality  of  the  entire  University  through  effects  on  the  quality  and  diversity 
of  the  student  body  and  through  effects  on  faculty  recruitment.   If  the  costs 
of  scholarships  had  been  included,  the  percentage  of  educational  costs 
covered  by  tuition  would  have  been  48  percent  rather  than  57  percent. 
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among  graduate  education,  research,  and  undergraduate  teaching.  Still, 
it  is  plain  that  the  current  differential  in  tuition  of  $100  understates  the 
true  difference  by  a  considerable  amount.  In  our  recommendations  for 
FY  72  we  have  preserved  this  modest  differential  as  a  way  of  continuing 
to  remind  everyo7>e  (including  private  and  public  sources  of  fellowships) 
that  graduate  education  is  very  expensive,   (In  terms  of  the  relative  costs 
involved,  a  good  case  can  be  made  for  widening  the  differential  in  tuition 
rates  substantially.  However,  competition  among  graduate  schools  for 
outstanding  students  prevents  any  one  viniversity  from  even  considering 
such  a  policy  on  its  own. ) 

A  second  perspective  on  tuition  charges  is  provided  by  comparisons 
among  private  colleges  and  universities.   While  relatively  few  firm  de- 
cisicxis  for  FY  72  have  been  announced  to  date,  the  information  on  under- 
graduate tuition  which  is  available  suggests  that  our  recommendation  of 
$2,  800  will  not  be  out  of  line.  .Most  pijivate  colleges  and  universities  with 
which  Princeton  competes  most  directly  for  students  will  be  charging 
roughly  the  same  tuition.   Some  will  probably  be  about  $100  to  $200  below 
Princeton  (Stanford,  for  example),  some  will  be  exactly  the  same  (Harvard 
and  Dartmouth),  and  some  will  be  charging  slightly  more  (Brown  and  prob- 
ably Yale).   Furthermore,  in  comparing  tuition  rates  it  is  important  to 
recognize  that  more  time  of  faculty  members  in  the  professorial  ranks 
is  devoted  to  the  average  undergraduate  at  Princeton  than  to  his  or  her 
counterpart  at  almost  any  other  college  or  university.—^ 

-^The  AAUP  publishes  data  showing  full-time  faculty  compensation  per 
student  equivalent  at  various  colleges  and  universities,  and  Princeton  con- 
sistently ranks  very  close  to  the  top  of  this  list.   It  is  interesting  to  note 
that  the  institutions  closest  to  Princeton  in  this  respect  tend  to  be  colleges 
such  as  Wesleyan  and  Amherst  rather  than  other  universities.    In  1969-70 
(the  last  year  for  which  figures  are  available),  if  we  set  the  dollar  figure  for 
Princeton  at  100  percent  to  facilitate  comparisons,  the  corresponding  figures 
for  some  other  colleges  and  universities  are:  Amherst,  90  percent;  Stanford, 
61  percent;  Harvard,  59  percent;  and  Pennsylvania,  54  percent.   The  most 
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In  the  discussion  of  last  year's  report  of  the  Priorities  Committee 
it  was  emphasized  that  the  University  had  to  plan  on  annual  increases  in 
tuition  over  the  foreseeable  future.   This  conclusion  was  publicized  in  the 
Daily  Princetonian,  it  was  mentioned  in  a  newsletter  sent  to  all  parents,  and 
it  was  included  in  the  catalog.   These  steps  were  taken  to  avoid  any  possible 
misunderstanding,  and  in  this  same  spirit  we  feel  obliged  to  call  attention 
to  the  fact  that  tuition  increases  ranging  from  $200  to  $300  per  year  are 
part  of  the  projections  we  have  made  for  FY  73  and  FY  74. 

The  members  of  the  Committee  are  concerned  that  further  increases 
of  this  magnitude  may  have  the  effect  of  polarizing  the  student  body  —  dis- 
couraging attendance  by  students  from  middle- income  families  who  do  not 
qualify  for  student  aid  but  who  also  find  it  difficult  to  pay  their  own  way. 
To  date,  there  is  little  evidence  that  this  kind  of  polarization  has  in  fact 
occurred  here.   However,  it  must  be  added  that  we  lack  good  information 
on  an  important  dimension  of  the  problem:  namely,  effects  on  the  applicant 
pool  itself. 

This  potential  problem  is,  of  course,  a  very  general  one,  and  is  by 
no  means  confined  to  I^rinceton.  What  will  happen  in  the  future  in  this 
respect  depends  mainly  on:  (1)  the  willingness  of  students  in  general,  and 
especially  students  from  low-and  middle-income  families,  to  borrow  sub- 
stantially --  either  through  conventional  loan  programs  or  through  some 
form  of  contingent  repayment  plan;-^  (2)  tuition  policies  at  colleges  and 
universities  receiving  much  of  their  income  in  the  form  of  appropriations 
from  State  and  local  governments;  and  (3)  the  extent  to  which  Federal,  State, 
and  local  governments  will  assist  students  from  low-  and  middle-income 
families  who  want  to  attend  private  institutions. 

recent  year  for  which  data  are  available  for  Yale  is  1968-69;  in  that  year 
faculty  compensation  per  student  at  Yale  was  86  percent  of  faculty  compen- 
sation per  student  at  Princeton.   These  figures  are  subject  to  all  kinds  of 
qualifications  (related  to  coverage  of  professional  schools,  use  made  of 
graduate  teaching  assistants,  definitions  of  full-time  equivalents,  and  so  on). 
Still,  they  do  support  ttie  basic  point  made  in  the  te^fct  concerning  the  favorable 
faculty /student  ratio  at  Princeton, 


-  Discussed  below  in  the  section  ojtt  Btiident  aid  at  the  graduate  level. 
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Dormitories  and  Food  Services 


Of  all  the  topics  considered  by  the  Priorities  Committee  this  year, 
none  has  been  studied  in  more  detail  than  dormitories  and  food  services. 
In  FY  69  undergraduate  dormitories  and  dining  services  ran  a  deficit  of 
$134,  000;  in  FY  70  the  deficit  was  $353,  000  (more  than  one-third  of  the 
total  University  deficit);  and  the  deficit  projected  for  the  current  year  is 
approximately  $260,  000.-^ 

As  a  result  of  this  situation,  and  in  view  of  the  complex  questions 
of  policy  involved,  last  year's  Priorities  Committee  recommended  strongly 
that  a  detailed  study  be  made  of  the  economics  of  dormitories  and  dining 
services.   Such  a  study  was  started  last  spring  and  completed  this  fall 
by  Miss  Mary  Procter  and  Mr.  James  Mnookin.    It  is  included  with  this 
report  as  Appendix  D,  and  much  of  the  discussion  in  this  section  is  based  . 
on  it.   In  particular,  the  special  study  contains  an  intensive  analysis  of 
the  factors  responsible  for  rising  dining  costs  in  recent  years  (based  on 
an  examination  of  changes  in  participation  rates  and  in  cost  per  meal  at 


individual  dining  hpUs),  a  careful  analysis  of  the  allocation  of  indirect 
costs  to  this  activity,  two  sets  of  projections  for  dining  costs  through 
FY  74,  and  a  detailed  assessment  of  the  educational  and  financial  impli- 


Objectives.   Our  starting  point  in  considering  specific  recom- 
mendations was  a  principle  adopted  last  year  by  the  Priorities  Com- 
mittee: that  every  effort  must  be  made  to  eliminate  the  deficit  for 
dormitories  and  food  services  as  soon  as  possible.   Indeed,  in  light 
of  the  financial  situation  in  which  the  University  finds  itself,  and  the 


-  The  Graduate  College  is  also  projected  to  operate  at  a  deficit  in 
the  current  year,  the  figure  being  about  $38,  000.   We  concentrate  in  this 
section  on  undergraduate  (dormitories  and  dining  services  because  the 
deficit  for  the  Graduate  College  is  considered  part  of  the  overall  Graduate 
School  deficit  and  is  discussed  below. 


cations  of  various  policy  choices  open  to  us. 
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attendant  need  to  recommend  reductions  in  other  important  activities  and 
programs,  this  year's  Priorities  Committee  has  felt  even  more  strongly 
than  last  year's  Committee  that  the  budget  for  this  department  should  be 
brought  into  balance. 

This  conclusion  has  been  reinforced  by  the  feeling  of  many  members 
of  the  Committee  that  continued  deficits  are  bad  from  the  standpoint  of 
equity  as  well  as  from  the  standpoint  of  overall  finances.   It  is  impor- 
tant to  remember  that  not  all  students  live  in  University  housing  and  that 
a  ^?reat  many  eat  their  meals  outside  the  University  dining  system  (either 
in  clubs  or  as  independents).    Moreover,  there  is  an  efficiency  considera- 
tion as  well.   Costs  are  likely  to  be  kept  under  better  control  if  it  is  known 
by  everyone  that  rising  expenditures  mean  rising  charges. 

Dormitories  and  food  services  are  self-supporting  at  most  colleges 
and  universities  —  an  outcome  required  by  law  in  a  number  of  state  and 
city  institutions  —  and,  for  all  of  the  reasons  given  above,  we  are  con- 
vinced that  Princeton  must  move  in  this  direction.  At  the  same  time,  we 
also  wish  to  identify  an  important  set  of  related  activities  to  which  this 
general  principle  is  not  meant  to  apply:  the  educational  programs  carried 
out  in  the  upper  class    colleges  and  dining  halls. 

The  costs  of  these  educational  activities,  including  providing  support 
for  Masters  and  Tutors,  seem  to  us  to  be  a  proper  charge  on  the  general 
budget  of  the  University,  and  all  such  costs  have  been  excluded  from  the 
calculations  made  by  Procter  and  Mnookin,   Indeed,  we  have  concluded 
that,  in  spite  of  the  overall  budget  situation,  some  modest  increases  in 
expenditures  must  be  made  for  these  purposes  in  FY  72  if  we  are  to  ex- 
pect the  Masters  and  others  involved  to  contribute  so  much  of  their  own 
time  and  energy.   In  our  judgment,  these  programs  are  making  important 
contributions  to  the  general  intellectual  and  cultural  life  of  the  University 
commimity  and  they  deserve  adequate  support. 
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In  attempting  to  translate  the  general  commitment  to  a  self- 
supporting  dormitory  and  dining  system  into  specific  recommendations 
for  FY  72  and  subsequent  years,  we  began  by  considering  the  cost  pro- 
jections contained  in  the  Procter-Mnookin  study.   For  planning  purposes 
we  adopted  the  lower  set  of  estimates,  in  large  part  because  the  Food 
Services  Department  believes  it  can  work  within  the  implied  constraints, 
but  also  because  we  thought  it  important  that  our  Committee  recommend 
the  same  kinds  of  stringent  limitations  on  expenditures  in  this  area  that 
we  are  recommending  elsewhere.   We  recognize  that  there  is  some  possi- 
bility that  events  over  which  the  University  has  no  control  (especially  trends 
in  food  prices)  may  undo  these  projections,  but  we  believe  that  this  is  a 
risk  that  must  be  assumed,  at  least  for  the  time  being. 

Having  adopted  a  particular  set  of  expenditure  projections;,  we  next 
considered  two  ways  of  making  income  match  expenditures:  (1)  raising 
the  rates  charged  for  dormitories  and  food  services;  and  (2)  instituting  a 
variety  of  structural  changes  in  the  system. 

Pricing,    With  regard  to  charges,  we  have  recommended  that  the 
University  plan  on  a  $60  per  year  increase  in  basic  board  contracts-^  and 
a  $50  per  year  increase  in  room  rents  for  each  of  the  next  three  years. 
The  Procter- Mnookin  analysis  suggests  that  these  recommendations,  com- 
bined with  the  other  changes  noted  below,  should  result  in  eliminating  the 
deficit  within  two  to  three  years.  Eliminating  the  deficit  in  one  year  would 
have  required  increases  for  FY  72  almost  twice  as  large  as  those  pro- 
posed, and  we  felt  that  this  would  have  been  too  much  of  a  jump  for  one 
year  in  light  of  the  large  increase  in  tuition  that  is  also  being  recom- 
mended.   Indeed,  for  all  of  the  reasons  mentioned  in  our  discussions  of 
tuition  policy,  we  are  very  concerned  about  the  extra  burden  on  students 
and  their  parents  implied  by  the  recommendation  now  being  made;  but  we 
see  no  other  way  to  proceed  if  we  are  to  bring  the  deficit  under  control, 

-  This  recommandation  applies  to  14-  and  20-meal  contracts.  We 
recommend  increases  of  $40  per  year  in  7-meal  contracts  (dinner  only). 
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Unlike  last  year,  we  are  not  proposing  differential  rates  of 
increase  for  Commons  as  contrasted  wilh  the  upperclass  colleges  and 
halls.  The  most  recent  data  suggest  that  the  current  deficit  per  student 
is  about  the  same  in  the  two  sets  of  facilities,  and  we  see  no  reason  to 
believe  that  the  differences  in  amenities  are  not  already  reflected  in  the 
existing  price  differential.   The  Committee  also  believes  that  the  upper- 
class  University  facilities  should  continue  to  be  considered  elements  of 
a  common  system  and  that  a  single  set  of  uniform  charges  should  exist 
amongst  them.   It  would  make  no  sense  in  terms  of  either  equity  or  eco- 
nomic efficiency  to  establish  different  charges  at  different  colleges  or 
halls  because  of  differences  in  costs  resulting  from  architectural  charac- 
teristics or  other  factors  unrelated  to  amenities  over  which  the  present 
members  have  little  if  any  control. 

Structural  Changes.   Under  the  broad  rubric  of  changes  in  the 
structure  of  the  dining  system,  we  are  recommending,  first  of  all,  that 
the  University  discontinue  its  policy  of  including  meals  served  during 
Freshman  Week,  Intersession,  and  spring  vacation  in  the  basic  board 
contracts.   Since  the  majority  of  students  do  not  eat  these  meals,  and 
since  those  who  do  eat  them  are  subsidized  by  all  others,  the  Committee 
believes  that  fairness  dictates  charging  separately  for  these  meals. 
Approximately  $40,  000  is  involved,  and  it  seems  better  to  proceed  in 
this  fashion  than  to  raise  the  rates  charged  everyone  by  some  additional 
amount. 

The  Committee  has  also  recommended  that  the  University  cease 
to  operate  Terrace  as  an  upperclass  dining  hall.    The  arguments  for  and 
against  this  move  are  entimerated  in  the  Procter- Mnookin  report  and 
need  not  be  repeated  in  full  here.    In  brief,  while  x^ecognizing  that  closing 
Terrace  would  deprive  present  and  prospective  members  of  a  facility  which 
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they  enjoy,-  the  Committee  has  concluded  that  the  deficit  per  student 
at  Terrace  is  so  high  in  comparison  with  the  combined  results  for  the 
other  upperclass  colleges  and  halls  that  present  arrangements  are  diffi- 
cult to  justify.    Even  if  Terrace's  membership  were  to  increase  from  its 
present  level  (81  mem.bers)  to  full  capacity  (approximately  100),  it  could 
not  be  self-sustaining  over  any  period  of  time.    Furthermore,  there  is  no 
reason  to  expect  this  situation  to  improve  since  the  essence  of  the  problem 
is  the  small  scale  of  Terrace. 

In  an  effort  to  be  fair  to  the  present  junior  members  of  Terrace,  the 
Committee  recommended  that  it  be  allowed  to  operate  for  one  more  year  if 
it  could  meet  certain  requirements.   These  included  an  increase  of  Terrace's 
membership  to  at  least  100  and,  after  allowing  for  increases  in  board  rates, 
a  reduction  of  Terrace's  deficit  to  no  more  than  $15,  000.   This  would  still 
involve  a  deficit  per  student  significantly  higher  than  that  anticipated  in  the 
rest  of  the  college  system,  but  we  thought  that  this  option  should  at  least 
be  made  available  to  the  present  membership.   After  careful  thought  and 
consideration,  the  members  of  Terrace  decided  that  these  requirements 
could  not  be  met  and  that  they  shoiild  try  to  operate  Terrace  as  a  private 
club  next  year. 

In  reaching  its  recommendation  regarding  Terrace,  the  Committee 
consulted  with  the  Dean  of  Students.  The  lilcely  effects  of  closing  Terrace 
on  the  overall  set  of  dining  opportimities  for  upperclassmen  were  discussed 
at  length,  and  the  recommendation  to  cease  operating  Terrace  as  a  Univer- 
sity facility  was  made  only  after  we  had  concluded  that,  for  the  foreseeable 
future,  there  would  be  room  in  other  University- sponsored-coUeges  and 
halls  for  all  upperclass  students  who  wished  to  join  them!.^ 

Other  Food  Service  Operations.   While  we  have  concentrated  much 
of  our  attention  so  far  this  year  on  undergraduate  dormitories  and  dining. 

There  is  some  possibility  that  Terrace  will  reopen  as  a  private  club 
that  nevertheless  pursues  a  non-selective  membership  policy.  However, 
this  certainly  camiot  be  assumed,  and  no  such  asstanption  has  been  made 
by  the  Committee  in  discussing  the  situation  at  Terrace. 
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we  believe  that  other  elemont5;i  of  food  services  must  be  examined  with 
equal  care. 

In  the  case  of  the  cafeterias,  we  recommend  that  the  deficits 
experienced  in  FY  70  be  reduced  as  rapidly  as  possible  by:  (1)  increasing 
prices  and  changing  them  more  frequently  in  response  to  changes  in  costs; 
and  (2)  giving  serious  consideration  either  to  closing  certain  cafeterias 
which  seem  to  have  chronic  economic  problems  (New  South  and  Forrestal) 
or  making  much  more  use  of  vending  machines. 

Prospect  Association  poses  unusually  complicated  issues  because 
it  serves  a  great  many  functions  in  the  University  beyond  the  provision  of 
dining  services,  and  efforts  are  still  under  way  to  determine  appropriate 
methods  of  allocating  all  of  the  different  kinds  oi  costs  that  are  involved. 
This  year  the  Managing  Board  of  Prospect  has  increased  luncheon  prices 
significantly  and  as  a  result  has  met  the  fin^Aicial  goal  set  when  it  was 
established      namely,  to  generate  income  sufficient  at  least  to  cover  all 
incremental  costs.  However,  many  of  us  wish  it  could  cover  a  higher 
proportion  of  its  total  costs.   The  difficulty  is  in  knowing  how  this  can 
be  done.   In  considering  the  possibility  of  further  price  increases,  ii  hrs 
to  be  recognized  that  this  might  serve  only  to  make  matters  worse  raviier 
than  better  by  discouraging  many  people  from  eating  there.  Also,  it  is 
important  to  bear  in  mind  the  original  objective  of  Prospect:  to  provide 
one  attractive  place  on  the  campus  where  all  members  of  the  faculty  and 
staff  could  meet  informally,  get  to  know  one  another,  and  in  this  way  pro- 
vide more  of  that  sense  of  community  that  is  so  important,  especially  at 
the  present  time.   Consideration  is  now  being  given  to  other  possible  ways 
of  improving  the  financial  situation  of  Prospect,  including  use  by  more 
groups  on  weekends,  and  our  Committee  strongly  supports  such  efforts. 
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Faculty  and  Staff  Housing 

The  Committee's  recommendations  for  rent  increases  for  faculty 
and  staff  housing  follow  generally  the  guidelines  set  down  by  the  President 
two  years  ago  (after  consultation  with  a  faculty  advisory  group  and  repre- 
sentatives of  the  administrative  staff).   These  guidelines,  which  provided 
for  a  gradual  reduction  in  the  subsidy  received  by  tenants,  v/ere  also 
supported  by  the  Priorities  Committee  last  year.   For  FY  72,  we  believe 
that  adherence  to  them  requires:  first,  an  across-the-board  rent  increase 
of  10  percent;  and,  in  addition,  selective  rent  increases  in  the  case  of  a 
small  number  of  rental  units  which  are  conspicuously  underpriced  in 
comparison  with  others,.    The  specific  increases  would  be  based  on  a 
recently-completed  "equalization"  study,  which  took  into  account  a  multi- 
tude of  factors  —  number  and  size  of  rooms,  location,  and  so  on.  Full 
equalization  of  rentals  in  one  year  would  work  a  very  considerable  hardship 
on  those  affected,  and  our  recommendations  contemplate  that  the  process 
will  take  three  years  to  complete. 

In  making  these  recommendations,  we  are  again  moved,  as  in 
the  caoe  of  dormitories  and  food  services,  partly  by  considerations  of 
equity  and  partly  by  considerations  of  economy  and  efficiency. 

On  equity  grounds,  we  feel  that  it  is  hard  to  justify  providing  a 
considerable  subsidy  of  this  type  to  some  members  of  the  University 
community  and  not  to  others.   To  be  sure,  the  University  gains  from 
having  a  faculty  and  staff  who  live  in  fairly  close  proximity  to  the  campus. 
But  there  is  not  enough  rental  housing  available  for  all  those  who  would 
elect  to  take  advantage  of  it.  And  the  subsidy  is  substantial,  even  when 
no  return  is  imputed  on  the  University's  capital  investment  in  such 
housing. 


■  m 
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On  the  side  of  economy,  we  have  given  recognition  not  only  to 
the  overall  financial  situation,  but  to  the  increasing  costs  of  operating 
the  rental  housing  units  themselves.    The  "normal'^  inflationary  increases 
in  expenses  have  been  aggravated  by  trends  in  two  particular  categories: 
(1)  Tax  rates  have  been  increasing  at  a  compounded  rate  of  about  9  per-* 
cent  annually  for  the  past  four  years;  and  (2)  Union  wage  scales  in  the 
construction  industry  (which  affect  the  prices  we  must  pay  for  outside 
contracted  services)  rose  about  14  percent  last  year,  and  more  recent 
negotiated  wage  packages  have  provided  for  first-year  increases  of  as 
much  as  20  percent. 

Largely  for  these  reasons,  we  expect  that  the  rental  income  from 
faculty  and  staff  housing  in  FY  72  will  still  fall  considerably  short  of 
the  direct  expenses  (including  debt  service  of  approximately  $180, 000 
for  Stanworth,  Prospect  Apartments,  and  Hibben-Magie)^  let  alone 
cover  any  of  the  indirect  costs.   New  policies  are  being  considered  to 
reduce  operating  costs  by  discouraging  turnover,  but  it  must  be 
recognized  that  taxes  and  debt  service  together  (making  no  allowance 
for  the  costs  of  contributed  capital)  absorb  half  of  all  rental  income. 

We  wish  that  it  were  possible  to  avoid  recommending  rent 
increases  of  this  size,  especially  in  a  year  when  it  has  also  been  necessary 
to  recommend  an  austere  policy  regarding  salary  increases.    Despite  the 
fact  that  the  rentals      even  after  the  increases      will  be  below  commercial 
rents  in  the  Princeton  area  for  comparable  housing,  we  recognize  that  a 
degree  of  hardship  will  ensue  for  many  families.  We  believe,  however, 
that  over  the  long  run  the  right  general  policy  is  to  reduce  the  deficit 
on  University  housing  and  to  improve  the  real  economic  position  of  all 
members  of  the  faculty  and  staff  through  larger  salary  increases  than 
otherwise  would  be  possible. 
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Faculty  Manning 

The  faculty  of  a  university  constitutes  its  most  basic  element,  and 
the  faculty  salary  budget  is  the  largest  single  item  of  expense.  Moreover, 
the  size  and  distribution  of  the  faculty  have  a  significant  influence  on 
other  costs,  such  as  supporting  staff,  buildings,  and  library. 

Because  Princeton's  faculty  is  the  core  of  the  University,  continuing 
care  needs  to  be  taken  at  a  time  of  tight  budgeting  not  to  lose  out  in  the 
competition  for  the  best  teacher -scholars.   The  building  and  maintaining 
of  a  high  quality  faculty  constitutes  a  long-term  investment  that  could  be 
seriously  impaired  by  the  imposition  of  arbitrary  cuts. 

In  considering  faculty  manning  for  FY  72,  our  Committee  relied 
heavily  on  a  detailed  analysis,  department  by  department,  prepared  in 
the  Office  of  the  Dean  of  the  Faculty.    Manning  requirements  were 
developed  using  data  for  recent  years  covering  faculty  size  and  student 
enrollments.   Detailed  enrollment  projections  were  made  for  each 
department  and  estimates  of  faculty  course  contact  hours  were  developed. 
In  addition,  consideration  was  given  to  the  need  for  faculty  to  fill  gaps  in 
each  department's  coverage  of  its  field.   The  faculty  manning  request  of 
each  department  was  then  modified  or  adjusted  to  fit  the  projected  needs. 
In  this  review  process,  the  President,  the  Provost,  the  Dean  of  the 
Graduate  School,  and  tlie  Dean  of  tlie  College  participated  along  with  the 
Dean  of  the  Faculty  and  the  Assistant  Dean.   The  objective  was  to  make 
sure  that,  in  strictly  limiting  and  reducing  faculty  costs,  the  quality  of 
the  faculty  in  a  department  and  its  teaching  program  were  not  seriously 
injured.    The  results  of  this  review  process  were  then  presented  to  the 
Priorities  Committee. 
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Recommendations  for  FY  72,   During  the  1960 's,  the  faculty  as  a 
whole  increased  in  size  some  3  or  4  percent  per  year.    From  FY  71  to 
FY  72,  however,  the  Princeton  faculty  (exclusive  of  graduate  students 
teaching  as  Assistants  in  Instruction)  is  expected  to  decline  modestly  in 
size.   The  actual  size  of  the  reduction  will  depend  on  the  number  of 
resignations  in  FY  71,  the  approved  openings  not  filled  in  FY  72  and  other 
factors.    The  following  table  summarizes  the  Committee's  recommen- 
dations for  faculty  manning  for  FY  72. 


F  acuity 

Manning 

Budget 

FY  72 

FY  71 

Recommen- 

Budget 

dation 

Difference 

Total  Faculty 

Full -Time  Equivalents 

691.  94 

674. 35 

-17.59 

Budget  (excluding  salary 

increases) 

$11,088.  837 

$10.  947.  017 

-$141.  820 

Faculty  on  Teaching  Budget 

Full -Time  Equivalents 

595. 12 

593. 93 

-  1. 19 

Budget  (excluding  salary 

increases) 

$9. 510.  924 

$9. 568.  778 

+$57. 854 

Total  facully  full-time  equivalents  in  the  above  table  include  the 
faculty  on  leave  without  pay  and  the  portions  of  faculty  salaries  charged  to 
sponsored  research  projects.   Total  faculty  salaries  include  not  only  salaries 
for  teaching  but  also  salaries  paid  by  sponsored  research  and  the  regular 
salaries  of  faculty  on  leave  without  pay.    Faculty  teaching  salaries  in  the 
above  table  include  only  faculty  on  general  funds.  University  restricted 
funds,  and  leaves  with  pay.  All  dollar  figures  for  FY  72  exclude  salary 
increases  for  continuing  personnel. 

The  table  seems  to  indicate  that  the  number  of  full-time  equivalents 
on  the  teaching  budget  projected  for  FY  72  is  only  slightly  below  the 
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budgeted  figure  for  FY  71,  and  that  the  total  dollar  figure  is  $58,  000  above 
FY  71,    However,  the  figures  for  FY  7.^  are  too  high  because  they  do  not 
allow  for  further  transfers  from  the  teaching  budget  as  faculty  obtain 
outside  support  for  leaves  of  absence.    In  addition,  projected  expansions 
in  the  teaching  budgets  of  the  Woodrow  Wilson  School  and  the  Philosophy 
Department,  which  will  be  charged  to  restricted  funds,  account  for  between 
6  and  7  FTE's  and  about  $140,000.   Also,  in  the  case  of  a  few  departments. 
Statistics  especially,  previous  commitments  to  rebuild  or  develop  a 
department  or  program  are  being  carried  out.    For  most  other  departments 
considered  as  a  group,  the  total  faculty  FTE's  on  the  teaching  budget  will 
be  below  the  figure  for  FY  71;  for  each  of  a  dozen  departments,  the  FTE 
figure  for  FY  72  will  be  slightly  below  the  corresponding  figure  for  FY  70. 
Thus,  our  recommendations  regarding  faculty  size,  combined  with 
projected  increases  in  enrollment,  imply  a  modest  increase  in  the  student - 
faculty  ratio. 

Departments  will  adjust  to  faculty  manning  limitations  by  such  means 
as  offering  fewer  courses,  offering  more  courses  only  in  alternate  years, 
enlarging  precepts  and  classes,  eliminating  courses  that  attract  small 
enrollments,  and  increasing  slightly  hours  taught  by  Assistants  in  Instruction. 
The  Dean  of  the  Faculty  and  the  Dean  of  the  Graduate  School  have  reviewed 
each  department's  graduate  program  with  the  department  chairman  and 
Graduate  School  representative  and,  as  a  result,  the  number  of  graduate 
courses  to  be  offered  in  academic  year  1971-72  has  been  reduced  by  more 
than  50  (8  percent)  from  the  1970-71  total.   By  a  similar  process,  limits 
are  being  set  on  course  offerings  for  1971-72  at  the  undergraduate  level. 
In  addition,  as  the  number  of  undergraduate  students  expands  and  the 
number  of  graduate  students  contracts,  teaching  hours  will  be  shifted  from 
the  graduate  to  the  undergraduate  program,  thereby  resulting  in  some 
saving  in  teaching  costs  per  student. 
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In  considering  the  faculty  manning  budget,  the  Committee  has  also 
been  concerned  with  the  very  high  costs  of  the  present  leave  of  absence 
program.   Among  major  universities  Princeton  has  what  is  probably  the 
most  expensive  program  of  this  kind:  in  FY  70  over  $800,  000  was  spent 
on  leaves  of  absence  with  pay. 

One  definite  recommendation  has  been  made  by  the  Committee  on 
the  basis  of  a  presentation  by  the  Dean  of  the  Faculty.    We  have  recommended 
that  the  policy  of  guaranteeing  a  paid  leave  of  absence  of  one  term  during 
each  three -year  appointment  to  all  assistant  professors  in  the  humanities 
and  social  sciences  be  modified  to  apply  only  to  the  first  three-year 
appointment.    Assistant  professors  on  second  three -year  appointments 
would  continue  to  be  eligible  for  bicentennial  preceptor  ships;  moreover, 
under  the  new  proposal  presented  by  the  Dean  of  the  Faculty,  they  would 
also  be  eligible  to  compete  for  the  regular  leaves  of  absence  available  at 
present  only  to  the  tenure  faculty  in  each  department.   Thus,  it  should  be 
possible  to  continue  to  meet  the  needs  of  those  individuals  with  particularly 
good  cases  for  leaves  of  absence  during  their  second  three -year  appoint- 
ment as  assistant  professors  while  reducing  somewhat  the  overall  cost 
of  the  leave  program. 

The  discussion  of  this  element  of  the  leave  of  absence  program 
convinced  members  of  the  Conmiittee  that  there  are  also  other  aspects  of 
the  current  program  that  should  be  reviev^ed.   The  Dean  of  the  Faculty 
has  now  undertaken  such  an  investigation  and  will  make  a  further  report 
to  the  Priorities  Committee  after  he  has  completed  his  study  and  after  he 
has  consulted  with  the  Faculty's  Advisory  Committee  on  Policy. 

Our  Committee  remains  convinced  of  the  need  to  make  substantial 
provision  for  leaves  of  absence,  and  we  believe  that  policies  regarding 
leaves  of  absence  should  continue  to  be  related  to  policies  regarding  the 
nature  an^  amount  of  teaching  expected  of  faculty  members.   At  the  same 
time,  there  are  reasons  to  believe  that  the  present  leave  program  for 
tehure  faculty,  based  on  departmental  quotas  established  some  years  ago. 
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may  no  longer  be  entirely  equitable  or  effective  as  it  operates  in  practice. 
It  is  our  hope  that  the  Dean  of  the  Faculty  and  the  Faculty  Advisory 
Committee  on  Policy  will  be  able  to  propose  adjustments  in  present 
arrangements  which  will  enable  the  University  to  make  more  effective 
use  of  resources  devoted  to  this  purpose  and  which  will  also  permit  at 
least  modest  savings. 

Outlook  for  the  Future.   The  basic  projections  for  FY  73  and 
FY  74  included  in  the  provisional  plan  described  in  Section  II  of  this 
report  provide  that  there,  will  be  no  net  change  in  the  size  of  the  faculty 
over  this  period  apart  from  additions  permitted  by  the  acquisition  of 
new  funds  intended  specifically  for  this  purpose.   However,  it  must 
also  be  noted  that  the  need  to  achieve  further  reductions  in  the  base 
of  the  budget  is  certain  to  require  some  reductions  in  the  size  of  the 
faculty. 

In  its  recommendations  with  respect  to  faculty  manning  for  FY  72, 
the  Conmiittee  has  been  particularly  conscious  of  the  need  to  preserve 
the  areas  of  excellence  in  which  Princeton  has  a  comparative  advantage. 
Thus,  we  have  avoided  reconmiending  across-the-board  cuts.   Sin:iilarly,  ' 
in  considering  the  need  to  make  further  reductions  we  intend  to  be 
selective.   The  arguments  in  favor  of  this  general  approach  are  described 
at  length  in  Section  in  of  the  report.    They  certainly  apply  to  the  faculty, 
since  some  of  our  departments  (including  ones  which  are  very  distinguished) 
are  now  quite  small  and  could  be  affected  very  adversely  by  even  the  loss 
of  one  faculty  position.    Proceeding  in  this  manner  will  require  the 
development  of  detailed  manning  plans,  and  the  Dean  of  the  Faculty 
expects  to  work  closely  with  departmental  chairmen  in  their  preparation. 
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Two  final  comments  concerning  the  future:  First,  in  limiting 
the  overall  size  of  the  faculty  we  are  determined  not  to  allow  the 
percentage  of  tenured  faculty  to  become  too  great,  for  that  would 
impede  the  continuing  influx  of  younger  scholars  and  of  the  new  ideas 
and  the  challenges  to  established  practices  which  they  bring  with  them. 
Second,  the  work  of.  the  Bressler  Commission  on  the  Future  of  the 
College  could  well  have  a  pronounced  effect  on  the  characteristics, 
distribution,  and  teaching  activities  of  the  faculty,  and  our  Committee 
intends  to  follow  its  progress  and  to  contribute  to  its  work  in  any  ways 
that  we  can. 
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Special  Academic  Programs 

The  Committee  recommends  a  FY  72  budget  for  the  Special  Academic 
Programs  of  $9,  708,  000,  a  reduction  of  $1,  900,  000  from  the  FY  71  base 
level*    We  hasten  to  point  out,  however,  that  this  substantial  reduction  is 
not  primarily  due  to  specific  proposals  of  ours,  and  that  it  does  not,  in  the 
main,  help  to  reduce  the  deficit.   For  nearly  95  percent  of  the  expenditures 
of  these  programs  are  underwritten  by  sponsored  research  and  other  restric- 
ted funds.    These  include  the  Plasma  Physics  Laboratory,  the  Princeton- 
Pennsylvania  Accelerator,  and  a  variety  of  smaller  activities.  Approximately 
$1.  6  million  of  the  total  reduction  of  $1.  9  million  between  FY  71  and  FY  72 
is  attributable  to  a  single  development:  the  phasing  out  of  support  for  the 
Accelerator. 

The  Committee  does  recommend,  however,  two  specific  actions  which 
would  reduce  the  deficit  by  almost  $50,  000  in  FY  72  alone. 

First,  we  propose  the  discontinuance  of  the  Office  of  Survey  Research 
and  Statistical  Studies.    The  office  has  provided  useful  assistance  to  students 
and  faculty  in  the  conduct  of  their  research,  especially  in  the  humanities  and 
social  science  disciplines,  but  the  impending  retirement  of  its  director  as 
well  as  the  current  budget  squeeze  —  provides  an  appropriate  occasion  to 
review  its  status.   On  balance,  we  feel  that  at  this  time  the  University 
must  limit  itself  to  providing  keypunching  service  at  the  computer  center 
(to  which  the  Survey  Research  keypunch  staff  would  be  transferred)  and  to 
attempting  to  meet  instructional  needs  through  increased  efforts  in  this 
area  .by  the  Statistics  Department  and  in  other  ways. 

Second,  we  recommend  that  the  summer  intern  program  conducted 
by  the  Office  of  Teacher  Preparation  and  Placement  be  discontinued  unless 
outside  funds  can  be  found  to  support  it.  *  This  valuable  program  which 
brings  together  a  sizable  group  of  teacher  interns  for  six  weeks  of  intensive 
summer  stu^      was  begun  in  FY  70  with  funds  provided  by  the  U.  S.  Office 
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of  Education.   When  federal  funding  was  not  continued  for  a  second  year, 
the  University  assumed  most  of  the  expenses  in  order  to  maintain  the  momen- 
tum of  the  program  while  other  funding  was  sought.   Since  it  now  seems 
unlikely  that  such  outside  funding  will  be  forthcoming,  we  have  had  to 
conclude  that  the  University  has  no  real  alternative  but  to  suspend  this 
program,  particularly  in  light  of  the  retrenchment  we  are  proposing  in  so 
many  other  areas.   We  very  much  regret  having  to  make  this  recommendation, 
since  we  are  convinced  that  the  summer  intern  program  has  been  a  most 
useful  model  for  teacher  certification  as  well  as  a  benefit  to  indi- 
vidual students.'  We  hope  that  either  the  Office  of  Education  or  some 
other  sponsor  will  permit  the  program  to  be  resumed  in  future  years. 
Unfortunately,  however,  the  present  outlook  is  not  encouraging  in  this 
regard.  j 
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Library 

The  Priorities  Committee  recommends  a  library  budget  (excluding 
salary  increases)  of  $3,  659, 000  in  FY  72.   This  amount  is  the  same  as 
the  library  budget  for  FY  71. 

Our  recommendation  of  a  constant  dollar  budget  for  next  year  is 
made  in  the  face  of  the  fact  that  the  rate  of  price  increase  for  books  and 
journals  is  about  8  to  10  percent  per  year.   Moreover,  the  total  number 

of  books  and  journals  published  each  year  increases  steadily.    In  most 

A 

fields  of  science,  for  example,  the  number  of  publications  has  been  doubl- 
ing every  ten  years.   Furthermore,  a  constant  dollar  budget  for  FY  72 
contrasts  sharply  with  the  average  annual  increase  for  our  library  of 
15  percent  over  the  past  two  years  in  the  total  dollars  devoted  to  acquisitions. 
Finally,  the  Committee  notes  that  in  comparison  to  other  libraries,  our 
library  now  ranks  19th  in  size  and  28th  in  the  amount  spent  lor  acquisitions. 
In  1906  Princeton's  library  was  the  6th  largest  in  the  nation. 

All  of  the  above  factors  suggest  that  our  recommendation  for 
FY  72  comes  close  to  beginning  an  erosion  in  the  quality  of  the  library, 
and  therefore  in  the  future  excellence  of  the  University.    Still,  with  the 
exception  of  undergraduate  and  graduate  financial  aid,  the  library  is  the 
only  area  in  which  the  Committee  does  not  recommend  for  FY  72  a  budget 
base  which  is  below  the  FY  71  level.  We  feel,  therefore,  that  our 
recommendation  concerning  the  library  budget  must  be  seen  in  the  context 
of  the  reductions  being  proposed  in  other  areas  during  a  period  of  real 
austerity. 

Also,  the  Committee  believes  that  some  adjustments  around  the 
edges  of  the  library  budget  are  possible.    In  particular,  acquisitions  of 
duplicate  copies  of  books  and  periodicals  can  be  curtailed  somewhat. 
The  Committee  also  notes  that  the  University  Librarian  is  already 
taking  other  steps  that  should  lead  to  modest  savings.   Among  these  are 
(1)  issuing  more  stringent  guidelines  for  acquisitions,  (2)  canceling  some 
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Standing  orders  with  publishers,  and  (3)  using  printed  rather  than  engraved 
bookplates.   However,  it  should  be  understood  that  these  sorts  of  savings 
will  not  be  sufficient  to  avoid  some  real  reduction  in  either  acquisitions, 
staffing,  or  both  next  year. 

s 

Possible  Tradeoffs.    The  Committee  believes  that  the  Librarian 
should  have  wide  latitude  in  adjusting  his  operations  within  the  severely 
limited  budget  total  we  have  proposed  for  FY  72.   It  seems  evident,  however, 
that  there  are  certain  tradeoffs  possible,  and  that  judgments  regarding  them 
will  have  to  be  made  in  the  process  of  reaching  the  least  damaging 
compromises. 

Surely  the  most  basic  choice  is  between  the  provision  of  current 
services  to  the  University  community  and  the  acquisition  of  new  books  and 
journals.   On  the  one  hand,  a  constant  dollar  level  of  acquisitions  means  a 
reduction  in  our  coverage  of  at  least  some  fields,  owing  to  price  increases 
and  the  accelerating  rate  of  book  production.    On  the  other  hand,  reductions 
in  staff  must  be  considered  in  the  light  of  such  considerations  as  the  fact 
that  there  is  already  an  average  delay  of  about  six  months  in  preparing 
acquisitions  for  the  shelves. 

Secondly,  in  examining  our  acquisition  policies,  choices  seem 
possible  between  across-the-board  cutbacks  and  selective  (but  much 
deeper)  reductions  in  our  acquisitions  for  certain  collections.    Of  course, 
selective  reductions  would  have  to  be  related  closely  to  judgments  made 
elsewhere  in  the  University  concerning  tlie  curtailment  or  suspension  of 
particular  programs.    In  any  case,  careful  thought  should  be  given,  we  feel, 
to  the  wisdom  of  continuing  to  try  to  maintain  strong  collections  in  as  many 
areas  as  we  have  now,  even  separate  and  apart  from  future  decisions  on 
the  destiny  of  certain  academic  programs.   To  take  a  more  selective 
approach,  emphasizing  areas  in  which  Princeton  is  unusually  strong, 
would  be  entirely  consistent  with  pur  general  belief  that  it  is  far  better 
to  do  a  smaller  number  of  things  well  than  to  reduce  quality  overall. 
Finally,  the  Committee  notes  that  there  is  some  evidence  that,  in  general. 
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faculty  in  the  humanities  accord  a  higher  priority  to  the  availability  of 
library  resources  in  their  disciplines  than  do  at  least  some  departments 
in  the  natural  sciences  and  engineering.    Of  course,  there  are  important 
differences  in  this  respect  among  faculty  members  in  a  single  discipline 
as  well  as  between  fields.    Still,  we  believe  that  the  Librarian  should 
consider  overall  differences  among  fields  in  relative  priorities  as  he 
formulates  detailed  policies  and  operating  procedures  for  FY  72. 

Third,  a  tradeoff  presents  itself  even  within  a  particular  collection, 
namelyi  the  balance  between  making  retrospective  acquisitions  and  keeping 
up      or,  more  accurately  in  most  cases,  not  falling  so  far  behind  with 
the  acquisition  of  newly -published  materials.   This  question  really  calls 
for  judgments  tailored  to  the  needs  of  each  specific  discipline. 

Finally,  there  is  a  tradeoff  between  the  convenience  of  having 
library  resources  readily  at  hand  here  at  Princeton,  and  the  savings  which 
may  be  achieved  through  cooperative  arrangements  among  nearby 
institutions  including  Rutgers.   For  example,  each  University  might 
commit  itself  to  maintain  complete  files  of  certain  highly  specialized 
journals,  thus  obviating  the  need  for  other  nearby  institutions  to  do  so. 
The  Committee  strongly  supports  efforts  to  achieve  cost  savings  through 
such  sharing  arrangements. 

Action  On  Other  Suggestions.  Among  the  many  suggestions  which 
members  of  the  Committee  have  received  concerning  possible  economies 
are  several  which  seem  not  to  promise  cost  savings  — •  at  least  in  the  short 
run      but  which  nevertheless  deserve  brief  comment. 

First,  as  a  number  of  people  have  pointed  out,  there  have  indeed 
been  great  strides  in  recent  years  in  library  technology.  *  However,  the 
evidence  to  date  suggests  that  the  real  value  of  such  developments  --so 
far  at  any  rate      lies  in  the  much  more  effective  access  they  provide  to 
the  products  of  the  "information  explosion"  rather  than  in  cost  savings. 
In  fact,  many  of  these  developments  seem  to  require  larger  expenditures, 
and^not  just  in  the  short  run.    In  any  event,  our  library  has  already  been 
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taking  advantage  of  some  of  the  recent  developments  and  will  be  keeping 
close  track  of  future  possibilities. 

Secondly,  some  have  suggested  that  we  adopt  the  Library  of  Congress 
cataloguing  system.  The  Committee  has  not  recommended  this  step  because 
of  the  extremely  high  cost  of  implementation. 

Fmally,  we  have  considered,  but  not  endorsed,  a  suggestion  that 
the  fees  charged  outside  users  of  our  collections  be  increased  significantly. 
Such  an  action  would  produce  little  additional  income,  would  discourage  some 
users  imnecessarily,  and  might  have  a  negative  impact  on  fund  raising. 

Longer- Run  Implications,   Our  provisional  plan  for  FY  73  and  FY  74 
includes  budget  increases  for  the  library  in  each  year,  but  these  increases 
are  not  nearly  as  large  as  those  to  which  we  have  been  accustomed  in  the 
recent  past.   It  seems  clear,  therefore,  that  throughout  this  period  and 
beyond,  continuing  attention  must  be  given  to  the  relative  emphasis  to  be 
placed  on  acquisitions  for  various  collections,  and  to  the  achievement  of 
further  savings  through  cooperative  arrangements  with  other  libraries  and 
other  approaches.    It  is  no  doubt  true,  however,  that  the  financing  problems 
of  university  libraries  over  the  long  run  require  national  solutions. 
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Computer  Center 

The  Priorities  Committee  recommends  a  budget  for  the  computer 
center  (excluding  salary  increases)  of  $2,  099,  000  in  FY  72,  a  reduction  of 
$185,000  from  the  budget  for  FY  71. 

The  Committee  recognizes  the  indispensability  of  a  modern  computer 
to  excellent  educational  programs  and  high  quality  research.  And 
Princeton's  computer  center  —  with  its  360/91  machine  and  remote 
terminals/  and  access  to  a  time-sharing  system  --  provides  the  University 
with  more  than  adequate  computational  resources. 

The  computer  center  does  not,  however,  attract  sufficient  income 
from  outside  users  or  donors  to  cover  its  expenses.   For  the  current 
fiscal  year,  nearly  $500,  000  of  general  funds  has  been  made  available  for 
support  of  the  center  —  part  allotted  to  departments  for  the  purchase  of 
computer  time,  and  part  allocated  directly  to  the  center  to  defray  the 
remainder  of  its  deficit.    Moreover,  a  three -year  grant  from  the  National 
Science  Foundation  (providing  $400,  000  in  FY  71)  comes  to  an  end  this  year 
and  is  not  expected  to  be  replaced.    Finally,  there  is  some  uncertainty 
concerning  the  future  of  the  large  amount  of  income  for  computing  ($600,  000 
in  FY  72)  now  being  received  from  the  Geophysical  Fluid  Dynamics  Labora- 
tory.- . 

In  view  of  the  projected  loss  in  computer  center  income  for  FY  72, 
the  uncertainty  with  regard  to  futxire  funding, and  the  overall  financial 
situation,  the  Conimittee  believes  that  the  computer  center *s  budget  must  * 
be  tightened  for  FY  72,    In  arriving  at  its  reconimendations,  the  Comniittee 
had  the  benefit  of  several  alterh^^  developed  by  the 

director  of  the  coniputer  center;    Acceptance  o^ 
proposed  by  the  Committee  Avould 

use  of  tinie-sharing  seryices^^^^^^^^^^A^  would 
undoubtedi^^^^ 

tevirer  :kcc<BSS^  In  addition. 


savings  could  be  achieved  by  allowing  several  vacancies  on  the  center's 
staff  to  remain  unfilled.   The  net  effect  of  our  recommendations,  after  also 
allowing  for  fluctuations  in  outside  income,  would  be  to  increase  general 
funds  support  of  the  center  next  year  by  about  $165,  000,  thus  offsetting  in 
part  the  loss  of  tha  $400,000  National  Science  Foundation  grant. 

The  Committee  has  also  considered  the  possible  elimination  of  the 
one  remote  terminal  whose  incone  does  not  offset  its  expenses,  namely 
the  Aerospace  and  Mechanical  Sciences  (AMS)  terminal  at  Forrestal,  We 
do  not  recommend  that  the  terminal  be  removed.    However,  we  do  think 
that  a  larger  portion  of  the  cost  of  the  terminal  should  be  borne  by  the 
AMS  Department,  and  we  have  asked  the  director  of  the  computer  center 
to  pursue  this  question  with  representatives  of  AMS, 

In  view  of  the  Committee* s  recommendation  elsewhere  in  this 
report  that  the  Office  of  Survey  Research  and  Statistical  Studies  be  dis- 
continued, we  also  propose  that  the  keypunching  staff  of  that  office  be 
transferred  to  the  computer  center,  so  that  service  may  continue  to  be 
available,  \ 

Finally,  the  Committee  has  discussed  at  length  a  proposal  to  spend 
approximately  $2,  3  million  of  University  funds  for  purchase  of  a  large 
increment  to  the  memory  of  the  360/91  machine,which  is  being  offered  by 
the  manufacturer  for  a  limited  time,    Soijie  of  this  cost  would  no  doubt 
be  recaptured  through  charges  for  computer  services  in  future  years, 
and  the  larger  memory  would  have  real  scientific  advantages  for  some 
people.   However,  considering  the  fact  that  present  utilization  of  the 
machine  is  below  capacity  and  that  the  outlook  for  future  outside  use  is 
so  uncertain,  the  Committee  does  not  recommend  this  action  unless 
special  outside  funds  —  available  only  for  this  purpose  —  can  be  secured. 
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Athletics 

We  recommend  a  budget  for  the  Department  of  Athlotics  of  $1,  220,  COO 
for  FY  72,  exclusive  of  salary  increases.    This  proposal  represents  a  re- 
duction of  $68,  000  from  the  base  of  the  budget  for  FY  71  and  a  reduction  of 
about  $100,  000  from  what  the  budget  for  FY  72  would  have  been  had  provision 
been  made  for  normal  increases  in  travel  costs,  and  so  on.   All  such  increases 
in  cost  during  FY  72  will  have  to  be  absorbed  in  athletics  as  in  other  depart- 
ments in  the  University, 

In  reporting  this  recommendation,  the  Committee  wishes  to  emphasize 
that  its  review  of  athletic  programs  is  only  in  its  first  stage.   This  is  truer 
of  athletics  than  of  most  other  areas  for  several  reasons.    In  the  first  place, 
the  issues      and  particularly  the  criteria  which  should  be  used  in  choosing 
among  alternative  possibilities  for  achieving  further  savings  —  are  far  from 
self-evident^    For  example,  net  cost  is  surely  not  the  only  measure  which 
should  be  employed  in  judging  the  wisdom  of  continuing  a  particular  sport 
or  team. 

In  the  second  place,  many  of  our  decisions  affe(;ting  intercollegiate 
athletic  programs  will  have  a  direct  impact  on  other  institetions,  and  their 
decisions  will  affect  us  in  turn.    Choices  involving  intercollegiate  athletics, 
then,  should  only  be  made  after  full  consultation  among  all  of  the  affected 
universities.   At  the  present  time,  the  Ivy  League  presidents,  deans,  and 
athletic  directors  are  in  the  midst  of  discussions  concerniag  common  steps 
that  might  be  taken  to  achieve  savings,  and  our  Committee  believes  that 
this  is  a  good  development;  ■  • 

Finally,  the  Committee  is  determined  to  proceed  just  as  deliberately 
in  considering  major  issues  relating  to  ath^  it  has  found  it  must  in 

approaching  major  issues  relating  to  academic  programs.    The  two  sets  of 
programs  are  similar  in  certain  respects:  both  have  a  considerable  impact 
beyohd  the  confines  of  the  campus ;  bpth  call  for  diiscussion  with  many 
ihterested  groups      and  for  the  c ar eful  consideration  of  their  views 
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before  important  decisions  are  made;  and  both  involve  examining  in  detail 
a  range  of  alternative  ways  of  responding  to  budget  limitations. 

The  Committee  has  also  found  that  achievement  of  significant  re- 
ductions in  athletic  programs  is  complicated  by  several  other  factors,.  In 
intercollegiate  athletics,  we  are  constrained  somewhat  by  regulatory 
regional  and  national  bodies.    For  example,  in  considering  the  possibility 
of  eliminating  freshman  teams,  and  making  freshmen  eligible  to  participate 
at  the  junior  varsity  and  varsity  levels,  we  have  found  that  regulations  of  the 
Eastern  Collegiate  Athletic  Conference  and  the  National  Collegiate  Athletic 
Association  prohibit  such  a  policy  in  certain  sports.   Another  complicating 
factor  is  the  multiple  duties  which  are  assumed  by  athletic  coaches  at 
Princeton.   One  coach  may  serve  two  different  sports,  in  two  different 
seasons,  and  in  addition  may  teach  in  the  physical  education  program.  Thus, 
a  reduction  in  one  activity  may  not  always  result  in  staff  reductions  or  sig- 
nificant expenditure  savings,  particularly  in  the  short  run. 

Nevertheless,  the  Committee  feels  strongly  that  reductions  in 
athletic  programs  must  be  made.  We  cannot  justify  continuing  general 
fimds  expenditures  at  past  levels  at  a  time  when  virtually  every  other 
element  of  the  University  is  curtailing  programs  and  reducing  expenses. 
Such  reductions  seena  especially  essential  at  a  time  when  Princeton  is 
faced  with  difficult  decisions  concerning  the  reduction  or  suspension  of 
educational  programs.   Thus,  we  believe  that  some  part  of  the  further 
reduction  in  the  program  base  required  by  our  provisional  plan  must,  in  all 
likelihood,  come  from  athletics. 

Before  moving  on  to  a  discussion  of  the  Committee's  specific 
proposals  for  achieving  savings  in  FY  72,  we  think  it  appropriate  to  make 
a  final  comment  of  a  more  far-reaching  nature. 

±1    . .^^^  . 

Indeed,  there  has  been  some  discussion  within  the  Committee  of  the 
desirability  of  indicating  an  intention  to  achieve  further  savings  in  athletics 
by  including  in  our  recominendatiohs  for  FY  72  an  additional,  if  unspecified, 
reductibn  of  $50, 000  to  $100,  000.   We^^  h^^  that  we 

pught  to  avoid  considering  any  such  recommendation  until  after  a  detailed 

review  of  specific  alternatives  and  consultations  with  the  appropfiate 
individuals^  ■^'^^■'^/I'^yv:- 
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One  of  the  greatest  strengths  of  Princeton's  athletic  program  has 
been  the  fact  that  a  very  wide  cross  section  of  the  campus  community  has 
found  a  place  in  it      and  not  just  the  varsity  athletes*   Whatever  economies 
may  be  found  necessary,  we  do  not  believe  that  any  Princeton  student  or 
member  of  the  faculty  or  staff  should  be  cut  off  from  the  opportunity  to 
engage  in  some  form  of  athletics  or  other  healthful  exercise. 

Proposed  Reductions  for  FY  72.   The  Committee's  "first-stage" 
recommendations,  if  adopted,  would  require: 

1.  A  reduction  of  pre-game  training  meal  budgets, 

2.  Elimination  of  travel  support  for  cheerleaders  and 
the  band  for  out-of-town  football  games. 

3.  Elimination  of  general  funds  support  for  team  banquets. 

4.  Reduction  of  general  secxirity  at  games. 

5.  Elimination  of  selected  intercollegiate  contests, 
including  a  number  involving  extensive  travel. 

In  addition,  our  current  recommendations  would  also  require  some 

reductions  which  cannot  be  delineated  specifically  at  this  time.   It  seems 

most  likely  that  these  further  reductions  would  involve  elimination  of 

certain  teams  at  either  the  freshman  or  junior  varsity  level.   But  exact 

details  must  be  the  subject  of  the  continuing  discussions  among  the  Ivy 

League  presidents,  deans,  and  athletic  directors  referred  to  above*  We 

hope  that  these  discussions  will  lead  to  savings  for  FY  72  even  greater  than 

those  recommended  in  this  report. 

Athletics  Income.    The  Committee  has  also  discussed  possibilities 
for  increasing  income  to  the  Department  of  Athletics,  and  our  recommendations 
would  have  the  effect  of  achieving  increases  of  more  than  $25,000  in  FY  72^ 
raising  projected  total  income  to  $626,  000.    We  believe  that  existing  ticket 
prices  (for  the  major  sports,  at  least)  are  alreacfy  as  high  as  the 
competitive  situation  will  allow  and  should  not  be  increased  in  the  imme- 
diate future.   However,  we  recommend  that  the  Department  of  Athletics 
increase  existing  fees  for  Athletic  Yearly  Ticket  Books  and  that  the  price 
of  books  for  faculty  and  staff  memberis  be 'set  at  the  same  level  as  for  students. 
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Finally,  we  suggest  that  the  bepartment  institute  user  charges  for  faculty 
and  staff  members  who  use  such  facilities  as  Dillon  Gym.    Charges  of  this 
kind  are  common  at  most  institutions,  and  we  Iveiieve  that  those  members  cf 
the  University  community  who  benefit  from  such  facilities  should  be  willing 
to  pay  a  modest  annual  fee  for  their  use. 

Longer- Range  Implications,    All  members  of  the  Committee  agree 
that  the  future  scope  and  function  of  organized,  intercollegiate  athletics  is 
a  subject  which  deserves  the  most  thoughtful  consideration.    On  the  one 
hand,  there  has  been,  here  and  elsewhere,  a  marked  change  in  recent  yearjs 
in  the  attitudes  of  some  members  of  the  campus  community  towards  athletics. 
At  the  same  time,  due  regard  must  also  be  accorded  the  role  that  athletics 
has  had  at  Princeton  over  a  long  period,  what  team  competition  still  means 
to  many  members  of  the  resident  University  community,  and  to  the  impact 
of  change  on  our  thousands  of  alumni  and  friends  beyond  the  campus  —  for 
some  of  whom  athletics  is  a  major  link  with  the  Princeton  of  today. 

As  we  regard  the  budget  projections  through  FY  74  discussed  earlier 
in  this  report,  however,  it  is  hard  to  escape  the  conclusion  that  serious 
consideration  must  be  given  to  the  radical  reduction  or  elimination  of  certain 
sports  now  included  in  our  intercollegiate  program.    We  can  only  re- 
emphasize  our  intention  to  proceed  carefully  in  developing  reconunendations, 
and  to  seek  out  and  take  into  account  the  views  of  all  concerned  groups. 
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Student  Aid:  Graduate  Level 


Student  aid  at  the  graduate  level  has  presented  the  Committee  with 
perhaps  its  most  perplexing  set  of  problems.  Within  the  last  two  years 
there  has  been  the  sharpest  shift  in  circiunstances  affecting  American 
graduate  schools  that  any  of  us  can  remember.   Fir^  there  has  been  a 
rapid  decrease  in  external  sources  of  support  for  fellowships,  with  the 
number  of  Princeton  graduate  students  holding  outside  awards  dropping 
from  788  in  FY  69  to  557  in  the  current  year.   Second,  there  has  been  a 
pronounced  and  widely  publicized  decline  in  job  opportunities  for  students 
receiving  doctoral  degrees.   These  two  factors,  combined  with  the  simul- 
taneous worsening  of  the  overall  financial  position  of  the  University,  have 
necessitated  a  serious  re- examination  of:  (1)  the  size  of  the  Princeton 
Graduate  Schpol;  and  (2)  sources,  forms,  and  patterns  of  support  for 
graduate  students. 

Policies  Adopted  Last  Year.    In  the  main,  the  Committee  *s  recom- 
mendations for  FY  72  take  us  further  in  the  same  general  direction  as  the 
policies  adopted  last  year,  and  thus  it  seems  best  to  begin  with  a  brief 
review  of  recent  developments.   Because  of  both  limited  job  opportuni- 
ties and  the  scarcity  of  fellowship  support,  the  decision  was  made  last 
year  to  move  away  from  the  previously  adopted  plan  to  increase  gradually 
the  size  of  the  Graduate  School  until  it  reached  an  enrollment  of  1,  700. 
Instead,  it  was  decided  to  reduce  the  size  of  the  entering  class  by  just 
over  20  percent  as  the  first  step  in  a  revised  plan  that  assumed  an  enroll- 
target  of  about  1, 400  for  FY  72  and  beyond. 

With  regard  to  the  aupport  of  students,  financial  limitations  led 
us  to  adopt  a  new  arrangement  whereby  some  entering  students  were 
offered  combinations  of  fellowship  support  and  loans,  rather  than  just 
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fellowship  support  as  in  the  recent  past.    Of  the  192  new  students  admitted 
to  Ph^D,  programs  in  the  fall  of  1971  with  University  awards,  79  received 
tuition  grants  plus  $1,  800  fellowships,  74  received  packages  consisting 
of  tuition  grants  plus  $900  fellowships  and  $900  loans,  and  the  remaining 
39  students  received  tuition  grants  and  $1, 800  loans.    The  effort  to  move 
toward  support  packages  including  loans  was  designed  quite  carefully  as 
an  experiment,  the  objectives  being  to  assess  the  effects  of  this  new 
pattern  of  support  on  our  ability  to  attract  good  students  and  to  learn  more 
about  the  financial  circumstances  of  graduate  students  in  the  arts  and 
sciences,  including  their  needs  and  their  willingness  to  borrow. 

We  believe  that  the  results  are  interesting  and  encouraging.  For 
all  students  offered  admission  to  the  Graduate  School  (including  those 
with  outside  fellowships  awarded  either  directly  to  the  student  or  through 
the  University),  the  acceptance  rate  was  57  percent.  Among  all  applicants 
offered  loans  as  part  of  their  package  of  support,  the  acceptance  rate  was 
62  percent;  and  among  the  subgroup  offered  $1,  800  loans  but  no  fellow- 
ship support  above  the  level  of  tuition,the  acceptance  rate  was  52  percent. 
While  data  of  this  kind  are  notoriously  difficult  to  interpret  (results  being 
affected  in  certain  cases  by  prior  knowledge  of  the  circumstances  under 
which  particular  students  would  come,  by  correlations  between  the  quality 
of  the  student  and  the  amount  of  fellowship  aid  offered,  and  so  on),  it  cer- 
tainly appears  as  if  Princeton  can  attract  students  whom  departments 
want  to  admit  on  the  basis  of  support  packages  containing  at  least  some 
loan  component. 

The  other  significant  finding  is  that  very  nearly  half  (46  percent) 
of  the  entering  students  who  were  offered  loans  did  not  accept  them. 
Again,  we  do  not  want  to  put  too  much  emphasis  on  one  set  of  results 
in  one  year  for  a  rather  small  sample  of  students.  But,  it  does  seem 
clear  that  offering  loans  to  students  serves  as  a  kind  of  "revealed  prefer- 
ence" test  of  financial  need.  Whereas  any  student  offered  a  fellowship  is 
likety  to  take  it,  only  those  students  who  really  need  the  money  will  take 
loans,  r 
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Issues  for  FY  72:  Declining  Outside  Support  and  Enrollment 
Targets,     In  order  to  have  as  sound  a  basis  as  possible  for  making  new 
recommendations,  our  Committee  asked  the  Dean  of  the  Graduate  School 
to  develop  several  altemaitive  plans  for  FY  72  through  FY  74  based  on 
different  assiunptions  concerning  the  amount  of  money  the  University 
might  be  able  to  provide.  Underlying  all  of  the  alternative  plans  were 
estimates  prepared  by  the  Dean  of  likely  changes  in  the  nxmxber  of  gradu- 
ate students  who  could  be  expected  to  receive  major  financial  support 
from  outside  sources  (including  research  assistantships),  and  these 
estimates  are  so  important  to  an  understanding  of  the  problems  of 
graduate  education  at  Princeton  that  we  reproduce  them  below  along 
with  some  comparative  figures  for  earlier  years. 


Number  of  Graduate  Students  Expected  to  be 
Supported  from  All  Outside  Sources  (Including 
Ford  Foundation  7 -Year  Grant) 


FY69      FY  70    FY71        FY72  FY73  FY74 

Actual   Actual   Actual   Projected    Projected  Projected 

1,064     1,069       919  750  665  490 


One  way  of  responding  to  this  situation  would  be  for  Princeton  to 
reduce  graduate  enrollment  accordingly.   There  are,  however,  three 
strong  arguments  against  major,  across-the-board  reductions  in  size 
below  the  new  target  of  1,400.   First,  the  direct  effects  on  the  quality 
of  graduate  offerings  at  Princeton      and,  indeed,  on  the  quality  of 
faculty  research  and  undergraduate  education  as  well  —  could  be  severe. 
Most  graduate  programs  at  Princeton  are  already  very  small  by  almost 
any  standard  (with  entering  classes  now  limited  to  21  in  History,  10  in 
Biology,  19  in  Chemical  Engineering,  and  5  in  Germanic  Languages  and 
Literatures,  to  cite  just  four  examples),  and  further  reductions  could 
push  many  departments  below  the  threshold  at  which  it  is  possible  to 
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maintain  an  active  scholarly  community  sustained  by  interactions  among 
students  and  faculty. 

Second,  the  immediate  economic  effects  on  the  University  would 
be  mixed  at  best.   While  reductions  in  the  number  of  graduate  students 
would  put  less  pressure  on  funds  for  fellowship  support,  they  could  also 
serve  to  reduce  tuition  income  without  sipiificant  offsetting  reductions  in 
costs  so  long  as  graduate  programs  were  maintained  at  alL  Graduate 
course  offerings  are  being  tightly  controlled,  and  in  FY  72  they  will  be  at 
or  near  the  minimum  in  most  departments. 

Finally,  from  a  national  standpoint,  we  do  not  think  it  is  sensible 
to  react  to  decreasing  job  opportunities  by  reducing  enrollments  in  gradu- 
ate programs  at  all  universities  well  below  levels  that  are  optimal  from 
both  educational  and  economic  standpoints.  The  study  of  quality  in 
graduate  education  just  released  by  the  American  Council  on  Education 
shows  that  Princeton  continues  to  be  regarded  as  one  of  the  voutstanding 
graduate  schools  in  the  nation  in  those  fields  in  which  we  are  engaged. 
When  comparisons  are  miade  of  those  departments  which  we  have  in 
common  with  other  major  universities,  only  Berkeley,  Harvard,  and 
Yale  equaled  or  exceeded  the  average  ratings  received  by  graduate  pro- 
grams at  Princeton.   These  results  indicate  that  Princeton  enjoys  a  con- 
tinuing opportunity  to  make  important  contributions  to  graduate  education 
in  the  United  States,  and  we  do  not  believe  that  the  national  interest 
would  be  served  by  any  substantial  or  general  curtailment  of  our  enroll- 
ment.   If,  nonetheless,  some  further  reductions  in  overall  size  should 
prove  to  be  unavoidable,  we  think  that  it  would  be  better  to  make  selective 
deletions  of  programs  or  parts  of  programs  rather  than  to  impose  more 
across-the-board  reductions.    This  is  consistent  with  the  general  empha- 
sis on  quality  and  selectivity  which  is  a  major  theme  of  this  report. 


Recommendations  for  FY  72,    When  the  alternative  plans  developed 
by  the  Graduate  School  were  examined  by  the  Committee  in  the  context  of 
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the  desirability  of  avoiding  further  across-the-board  reductions  in 
enrollment^  the  dramatic  reductions  in  outside  support,  and  the  general 
financial  problems  of  the  University,  two  conclusions  emerged:  first, 
we  would  have  to  expect  more  graduate  students  to  pay  a  higher  propor- 
tion of  their  own  educational  costs;  and,  second,  larger  increases  in 
general  fUnds  would  have  to  be  allocated  to  graduate  student  support  than 
to  almost  any  other  purpose  in  FY  72  nonetheless. 

To  begin  with  budget  figures,  we  are  proposing  an  increase  in  the 
contribution  from  endowment  and  general  funds  of  $365,  000  (from  a  bud- 
geted figure  of  $3,  068,000  for  FY  71  to  $3,433,000  in  FY  72^^.  This 
is  a  very  large  increase.   However,  careful  examination  of  an  alternative 
plan  calling  for  lower  expenditures  convinced  us  that  to  recommend  less 
than  this  sum  would  mean  either  reneging  on  earlier  commitments  made 
to  current  students  or  running  major  risks  of  preventing  some  depart- 
ments from  competing  successfully  for  outstanding  applicants. 

Even  this  proposal  requires  substantial  modifications  in  the 
packages  of  financial  support  that  it  will  be  possible  to  offer  to  entering 
students  and  thus  entails  some  risk  of  losing  good  students.   The  effects 
yrill  vary  appreciably  from  department  to  department  as  a  consequence  of 
differences  in  the  availability  of  national  fellowships  and  restricted  funds, 
and  thus  overall  figures  would  be  of  dubious  value.    For  departments  with 
the  fewest  resources  of  their  own,  the  Dean  of  the  Graduate  School  expects 
that  they  will  be  able  to  offer  "'major  support"  consisting  of  $1, 800  fellow- 
ships plus  tuition  to  about  30  percent  of  the  entering  class,  $900  fellowships 
plus  $900  loans  plus  tuition  to  about  25  percent,  $1,  800  loans  plus  tuition 
to  about  25  percent,  and  no  support  except  some  access  to  loan  funds  to 
the  remaining  20  percent. 

Two  other  aspects  of  our  recommendations  conce  rning  student 
support  should  also  be  noted:  (1)  We  are  not  proposing  any  increase  in 


—  These  ntambers  do  riot  coincide  with  any  numbers  on  Appendix  Tables 
A-i  and  A-2  because  of  substantial  differences  iri  the  organization  of  the 
conlponents .   The  figures  for  fellowships  on  Table  A- 2  are  greater  than 
the  fellowship  component  of  these  figur^^  because  of  the  inclusion  of  post- 
doctoral fellows  and  visiting  scholai?dV 
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the  basic  stipend  of  $1,  800  for  University  fellowships  in  spite  of  increases 
in  rents  and  room  and  board  charges  (noted  below)  and  in  spite  of  other  in- 
creases in  the  cost  of  living.   The  recommendation  to  hold  this  stipend 
constant  is  based  largely  on  our  feeling  that  it  would  be  wrong  to  divert 
even  more  resources  from  students  receiving  less  support  in  order  to  in- 
crease the  amounts  going  to  those  receiving  major  support.  Another  impor- 
tant consideration  is  the  desire  to  avoid  contributing  to  a  kind  of  "price 
war"  in  which  universities  bid  against  each  other  for  a  small  number  of 
students.   (2)  We  are  proposing  modest  increases  in  the  stipends  for  gradu- 
ate students  serving  as  assistants  in  instruction  in  order  to  continue  the 
effort  to  encourage  many  of  the  best  students  to  do  some  teaching  while 
they  are  here. 

At  this  point  it  must  be  acknowledged  that  the  effects  of  this  set  of 
recommendations  on  graduate  admissions  are  very  difficult  to  predict. 
In  particular,  we  do  not  know  the  extent  to  which  it  will  be  possible  to 
attract  well  qualified  students  who  are  also  able  to  pay  their  own  way. 
Much  depends  on  the  policies  followed  by  other  graduate  schools.   At  the 
gradu^ite  level,  unlike  the  undergraduate  level,  there  is  no  history  of  a 
common  policy  designed  to  discourage  competitive  bidding  without  refer- 
ence to  financial  need.  Princeton,  in  cooperation  with  a  number  of  other 
universities,  has  been  actively  engaged  for  the  last  year  and  a  half  in 
efforts  to  develop  common  policies  that  would  serve  the  general  interest 
as  well  as  the  interests  of  our  respective  institutions.  There  now  seems 
to  be  agreement  that  a  means  test  of  some  kind  should  be  developed  so 
that  the  limited  resources  available  will  bie  used  most  effectively.   As  a 
step  in  this  direction,  Princeton  (in  company  with  several  other  univer- 
sities) is  requiring  all  applicants  seeking  admission  for  1 971-72  to  sub- 
mit a  f inane ial  statement i  and  the  Dean  of  the  Graduate  School  intends  to 
encourage  efforts  to  relate  financial  awards  to  ^f^  heed.  There  is  a 

liniit,  however,  to  the  progress  that  any  one  or  two  institutions  can  make 
along  these  lineis  without  the  supppr^  and  we  shall 

have  to  w^ait  and  see  what^ 
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Beyond  FY  72.     For  reasons  that  are  evident  from  the  discussion 
of  the  University's  overall  financial  situation  in  Section  II  of  this  report, 
we  do  not  expect  to  be  able  to  continue  increasing  support  for  graduate 
students  from  University  sources  at  the  extraordinary  rate  that  has  been 
necessary  the  last  two  years.    (In  terms  of  general  funds  alone,  the  Univer- 
sity's contribution  has  risen  from  $tl  million  in  FY  70  to  $1.  8  million  in 
FY  71,  to  a  projected  figure  of  between  $2. 0  and  $2. 1  million  for  FY  72. ) 
The  plan  outlined  above,  when  extended  into  FY  73  and  FY  74,  implies 
annual  increases  of  about  7  percent  per  year  in  endowment  and  general 
funds.   The  Committee  believes  that  increases  of  this  magnitude  will 
almost  certainly  have  to  be  provided,  but  we  also  believe  that  it  is  not 
realistic  to  expect  more  than  this. 

New  Forms  of  Support:  A  Contingent- Repayment  Plan.   In  view 
of  these  circumstances  a  number  of  luiiversities  have  been  considering  a 
new  form  of  support  for  students,  originally  called  a  "contingent-repayment 
plan"  and  now  often  referred  to  as  a  "pay-as -you-earn"  plan.   This  is  not 
the  place  to  describe  all  the  features  of  such  a  plan  or  the. arguments  for 
and  against  it.   Suffice  it  to  say  that  the  essence  of  the  plan  is  that  a 
graduate  student  would  be  advanced  money  to  cover  part  of  the  costs  of 
his  education  in  exchange  for  a  promise  to  repay  a  fixed  percentage  of 
his  future  income  over  a  long  period  of  time  (perhaps  30  years).  Thus, 
repayment  would  be  contingent  on  income,  and  students  would  not  need  to 
worry  a^out  being  saddled  with  a  large  fixed  obligation  (as  in  a  conventional 
loan)  which  they  would  have  to  repay  oveir  a  relatively  short  period  of  time, 
year  in  and  year  out,  whatever  their  cir^cum 

There  are  a  number  of  questions  to  be  resolved  before  such  a  plan 
can  be  tHed  (legal  and  administrative^^^^q^^  of 
financing,  way s  of  limit ing  the  risk  to  the  institution,  and  so  on)/  We  do 
think  it  is  a  premising  id^^ 

involved  in  working  wtth  ot^  universities  to  see  if  a 

common  plan  can  be  deyelope^^ 
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It  should  be  emphasized  that  we  do  not  view  the  possible  adoption 
of  a  contingent-repayment  plan  as  any  panacea  or  as  a  substitute  for  in- 
creases in  other  forms  of  support.   Rather,  we  see  it  as  one  new  form 
of  support,  to  be  thought  of  as  complementary  to  other  forms  of  support, 
contributing  jln^some  measure  to  the  solution  of  an  overall  problem  which 
is  so  large  in  its  dimensions  that  it  will  require  our  best  efforts  on  many 
fronts. 

Housing  and  Dining.     In  FY  72  as  in  FY  71,  the  deficits  asso- 
ciated with  the  operation  of  housing  and  dining  services  for  graduate 
students  are  regarded  as  an  integral  part  of  the  overall  budget  of  the 
Graduate  School.   The  decision  to  treat  graduate  student  housing  and  dining 
in  this  way  is  part  of  the  general  effort  to  relate  expenditures  to  the  pur- 
poses which  they  serve      in  short,  to  budget  on  a  "program*'  basis.  This 
approach  to  budgeting  serves  to  emphasize  that  the  larger  these  deficits, 
the  smaller  the  amoxmt  of  money  available  for  fellowships. 

As  a  general  proposition,  the  members  of  the  Priorities  Com- 
mittee believe  that  the  same  arguments  cited  earlier  for  reducing  deficits 
on  undergraduate  dormitories  and  dining  services  and  on  faculty  and  staff 
housing  apply  here.    Considerations  of  equity,  in  particular,  argue  against 
providing  subsidies  to  some  students  and  not  to  others  --  those  unable  to 
be  accommodated  in  University  housing. 

Iii  the  case  of  the  Graduate  College,  the  Committee  has  recommended 
increases  of  approximately  5  percent  per  year  in  room  charges  and  8. 5 
percent  per  year  in  board  charges  as  part  of  a  plan  to  eliminate  the  deficit 
on  these  operations  by  FY  74. 

In  the  case  of  married  student  housing,  the  situation  is  made  much 
more  difficult  by  the  present  magnitude  of  the  deficit  ~  almost  $250,  000. 
Income  covers  less  than  80  percent  of  the  direct  costs  plus  charges  f o r  ^ 
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interest  and  amortization,-    In  our  judgment,  there  is  no  reasonable  set 
of  rental  increases  that  would  eliminate  this  deficit  over  the  next  three 
years.   The  Committee  does  believe,  however,  tiiat  on  grounds  of  both 
economy  and  internal  equity  at  least  modest  progress  should  be  made  in 
reducing  the  size  of  the  deficit.  Accordingly,  we  have  recommended  to 
the  Dean  of  the  Graduate  School  that  for  FY  72  he  plan  in  terms  of  rental 
increases  that  would  average  approximately  10  percent. 

On  the  basis  of  a  long  discussion  of  this  whole  subject  there  is  one 
other  comment  we  wish  to  make.  Members  of  the  Committee  feel  particu- 
larly uncomfortable  with  a  situation  in  which  large  subsidies  go  to  some 
residents  of  this^  housing  who  are  able  to  pay  more  and  who,  in  fact,  may 
be  saving  part  or  all  of  their  fellowship  stipends.  At  the  same  time,  we 
are  also  troubled  by  the  fact  that  for  others  the  imposition  of  even  modest 
increases  will  cause  real  hardship.   We  believe  that  the  best  long-run 
resolution  of  this  difficulty  lies  in  the  development  and  application  of  a 
means  test  which  would  apply  to  the  awarding  of  fellowships.   And,  as 
noted  above,  the  Dean  of  the,  Graduate  School  is  moving  in  this  direction 
as  rapidly  as  he  can.    Meanwhile,  we  believe  that  other  approaches  to 
the  housing  problem  deserve  study—  notably,  either  allocation  policies 
which  give  priority  in  access  to  the  least  expensive  housing  to  families 
with  real  need  or  pricing  policies  which  would  eliminate  subsidies  for 
families  with  incomes  above  some  level.  Further  study  may  reveal  per- 
suasive objections  to  both  of  these  possibilities,  but  we  believe  they  at 
least  deserve  to  be  considered. 


-  An  of  these  figures  represent  the  combined  situation  at  Butler  and 
at  Lawrence  Apartments.   For  reasons  stated  in  our  discussion  of  under- 
graduate dormitories  and  dining  services,  we  believe  that  It  ^puld  be  a 
serious  error  to  think  in  ternxs  plh^  of  married 

student  housing  as  a  rentals  for  any  units  built  in  recent 

years,  or  at  i  time  when  ihteres^^^^  happened  to  be  hi|^,  would  to  be 
increased  for  those  rea  This  would  not  be  equitable.  Nor  would 

such 

sity  at  a  later  (date.   Price^i^  should  be  related  to 

differences  in  the  attr^^  facilities,  not 

to  more  or  less  accidential  d^ 
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Student  Aid;  Undergraduate  Level 

The  Present  Situation,    Princieton  has  been  committed  for  many 
years  to  a  substantial  program  of  financial  assistance  to  undergraduates. 
Under  this  program  financial  aid  has  been  based  on  "need**  as  defined  by 
a  formula  common  to  man3r  colleges  and  universities^  and  financial  aid 
has  included  loans  and  jobs  as  well  as  scholarships.   Substantial  endowment 
has  been  raised  for  this  purpose^  and  until  three  years  ago  almost  all 
University  funds  awarded  as  scholarships  came  from  this  source  and 
from  gifts  and  grants.   In  the  current  year,  endowment  yields  nearly 
$2  million  for  scholarships  while  gifts  and  grants  contribute  another 
$540, 000.    Since  FY  69,  however,  the  extraordinarily  rapid  rise  in  schol- 
arship requirements  has  outpaced  the  growth  in  these  sources  of  income 
and  some  general  funds  have  also  been  allocated  to  ttie  scholarship  account: 
$100,  000  in  FY  69,  $276,  000  in  FY  70,  and  $510,  000  in  FY  71. 

Approximately  45  percent  of  the  students  in  the  present  freshman 
class  are  receiving  scholarship  assistance,  and  this  includes  10  percent 
who  are  receiving  very  large  scholarships  because  they  come  from 
economically  disadvantaged  families  (income  below  $7, 500).   In  addition, 
about  7  percent  with  smaller  need  are  receiving  financial  assistance  in  the 
form  of  loans  and  work  opportunities.   Thus,  of  the  entire  class,  approxi- 
mately 52  percent  are  receiving  some  form  of  financial  assistance.  At 
the  same  time,  the  scholarship  funds  available  in  the  last  few  years  have 
not  always  been  sufficient  to  guarantee  scholarship  assistance  to  every 
admitted  student  with  demonstrated  need. 

1/  I. ■'■  .   .  . 

—  If  one  adds  up  aU  the  numbers  fw  will  obtain 

a  total  that  is  lower  than  the  figure  showii  in  Ap  The 
explanation  is  that  the  summary  tab^  includes^  well  as  scholar- 

ships fiuid  also  some  scholars^^^^  to  students  by  outside 

VorgMizations. 'S' -  '  k 
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The  Basis  for  Recommendations,    In  considering  what  to  recommend 

for  FY  72,  the  Committee  decided  at  the  outset  that  sensible  recommendations 

could  be  made  only  in  the  context  of  a  plan  for  the  next  several  years.  Since 

Princeton  has  long  followed  the  policy  of  providing  four  years  of  financial 

assistance  to  students  offered  aid  at  the  time  of  their  admission,  it  is 

apparent  that  decisions  made  regarding  the  entering  class  entail  financial 

commitments  extending  well  into  the  future.-^  Accordingly,  the  Committee 

asked  the  Dean  of  the  College  and  his  associates  to  consider  a  number  of 

alternative  plans  through  FY  74  in  preparation  for  discussions  with  the 

Priorities  Committee.   Some  of  these  plans  were  predicated  on  more  or 

less  arbitrary  assumptions  concerning  levels  of  expenditure  (for  example,  ^. 

increases  ranging  from  0  percent  to  40  percent  per  year  in  general  funds); 

others  started  with  specified  assumptions  about  the  percentage  of  entering 

students  receiving  financial  aid,  the  composition  of  the  aid  packages,  and 

2/ 

so  on,  and  then  derived  the  financial  requirements.— 

The  results  of  this  analysis  of  alternative  plans  were  discussed 
within  the  newly  formed  Faculty  Committee  on  Undergraduate  Admission 
and  Financial  Aid  meeting  in  joint  session  with  the  parallel  student 
committee  appointed  by  the  Undergraduate  Assembly.    A  thoughtful  memo- 
randum was  submitted  to  us  by  that  Committee  which  argued  forcefully 
for  a  policy  of  guaranteeing  sufficient  general  funds  to  provide  the  financial 
aid  required  by  all  students  offered  admission  to  the  University.  Members 


—  These  commitments  have  always  been  stated  in  terms  of  financial  aid  in 
all  forms  (loans  and  jobs  as  well  as  scholarships);  however,  we  have  not 
in  practice  asked  continuing  students  to  accept  substantial  reductions  in 
scholarship  aid  unless  there  was  a  change  in  their  financial  circumstances. 

2/'  ■  ' 

—  The  development  of  each  alternative  plan  required  a  detailed  ahalysis, 
class  by  class,  of  all  of  the  various  elements  that  go  to  determine  financial 
aid  and  the  sizes  of  scholarship  awards.   The  Committee  wishes  to  thank 
Miss  Janet  Hansen  and  Mr.  W.  Bradford  Craig  for  providing  the  necessary 
data  and  for  their  help  with  all  aspects  of  the  Committee's  study  of  this 
subject.  \  •  • 
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of  our  Committee  agreed  that  this  principle  has  great  appeal,  but  we.  con- 
cluded that  it  could  not  be  treated  as  an  absolute.  A  further  analysis  of 
the  financial  implications  of  such  a  policy  --  presuming  some  continuing 
increases  in  the  percentage  of  students  requiring  aid      showed  that  it 
could  require  an  appropriation  from  general  fimds  of  over  $1. 1  million  in 
FY  72.  over  $1.  5  million  in  FY  73,  and  nearly  $1. 9  million  in  FY  74.-^ 
As  already  noted,  the  corresponding  figure  for  FY  ?1  is  $0. 5  million. 

CXii*  Committee  decided,  reluctantly  but  firmly,  that  increases  of 
anything,  approaching  this  magnitude  were  entirely  incompatible  with  the 
resources  likely  to  be  available,  now  or  into  the  future.   Adoption  of  a 
policy  of  this  kind  >yould  require  additional  sacrifices  in  terms  of  salary 
increases  and  educational  programs  beyond  anything  yet  contemplated. 
Measured  in  terms  of  the  further  reductions  in  the  base  of  the  University's 
budget  which  must  yet  be  achieved  according  to  the  projections  in  Section  II 
of  this  report,  a  guarantee  of  aid  for  all  admitted  students  with  need  would 
require  that  we  recomiaiend  net  reductions  in  the  budget  base  of  between 
$1.0  and  $1. 5  millicxi  rather  tha:n  the  target  of  $0. 5  million  now  embodied 
in  our  provisional  plan.    Scarce  resources  do  constrain  our  ability  to 
push  any  one  principle  as  far  as  we  might  like,  and  our  conclusion  is  that 
an  unqualified  guarantee  of  aid  for  all  admitted  students  would  require  us 
to  do  considerably  less  than  justice  to  other  aspects  of  the  University 
which  are  also  central  to  its  quality. 

This  conclusion  has  an  important  cdrollary.  As  the  percentage  of 
successful  applicants  requiring  aid  rises,  it  will  be  necessary  either  to 
admit  some  of  these  students  without  the  scholarship  aid  they  need  (leaving 


—  These  results  were  based  on  the  same  assumptions  concerning  changes 
in  the  composition  of  the  student  aid  package  (including  a  $100  increase  per 
year  in  loan  expectations)  made  in  analyzing  the  other  alternatives.  We 
later  had  to  modify  alLof  these  assumptions,  as  indicated  below. 
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it  up  to  them  to  decide  whether  they  can  attend  Princeton  under  such  circum- 
stances) or  to  consider  a  change  in  admission  policy.     We  make  this 
point  only  to  direct  attention  to  the  alternatives  which  must  be  considered. 
It  should  be  stressed  that  in  our  own  deliberations  we  have  not  considered 
changes  in  admission  policy  and  that  a  number  of  members  of  our  Committee 
are  strong  supporters  of  the  present  policy.    This  is  an  important  question 
to  be  decided  in  its  own  right,  and  some  people  believe  that  the  right 
answer  may  depend  on  the  circumstances  of  the  individuals  concerned  and 
the  ability  of  the  University  to  offer  loans  and  job  opportunities.   In  any 
case,  this  matter  falls  outside  the  province  of  the  Priorities  Committee 
and  should  be  considered  carefully  by  the  proper  groups. 

We  wish  to  emphasize  that  our  inability  to  treat  the  principle  of 
guaranteeing  scholarship  aid  to  all  who  need  it  as  an  absolute  certainly  does 
not  imply  any  lack  of  belief  on  our  part  in  the  importance  of  providing  sub- 
stantial student  aid.    We  believe^  this  element  pf  the  budget  deserves  a  high 
priority,  and  a  great  deal  of  effort  has  been  devoted  to  trying  to  devise  a 
specific  plan  which  would  be  both  financially  feasible  and  compatible  with 
present  commitments      enrolling  an  entering  class  containing  roughly 
10  percent  disadvantaged  students  and  approximately  50  percent  receiving 
some  form  of  financial  aid.    Maintaining  the  position  we  have  now  reached 
will  itself  require  considerable  increases  in  funds,  in  part  because  of 
increases  in  educational  costs,  and  in  part  because  the  class  graduating 
in  1971  contains  an  appreciably  smaller  percentage  of  disadvantaged  students 
than  the  number  for  which  we  are  hoping  to  make  financial  provision  in 
next  year's  freshman  class. 
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Stilly  we  believe  that  this  objective  is  important  enough  to  merit 
increased  budget  provision  at  a  time  when  most  other  budgets  in  the 
University  are  being  reduced  or  held  constant.   It  seems  so  important, 
first,  because  adequate  aid  is  necessary  to  enroll  a  student  body  that 
contains  outstanding  individuals,  whatever  their  financial  circumstances. 
Second,  adequate  student  aid  is  necessary  to  provide  the  degree  of  diversity 
that  has  contributed  so  much  to  the  quality  of  the  educational  experience 
at  Princeton  in  recent  years.    Third,  we  believe  that  Princeton,  like  all 
other  institutions  in  American  society,  has  an  obligation  to  help  make 
equal  opportunity  a  reality,  and  this  too  requires  scholarship  funds. 

Unfortunately,  it  is  easier  to  state  and  defend  these  reasons  for 
making  a  substantial  investment  in  student  aid  than  it  is  to  translate  them 
into  policies  which  are  viable  financially.   The  calculations  made  at  the 
start  of  our  examination  of  this  subject  forced  us  to  conclude  that  Princeton 
cannot  afford  to  maintain  the  current  positioh  with  regard  to  the  percentage 
of  students  receiving  assistance  unless  we  are  prepared  to  recommend 
changes  in  the  composition  of  the  student  aid  packages.   Even  with  modest 
increases  in  the  loan  and  work  components,  the  original  estimates  projected 
an  increased  demand  on  University  funds  (endowment  plus  general  funds) 
of  $600, 000  between  FY  71  and  FY  72  alone.   This  seemed  too  big  a  jump 
to  absorb,  and  so  we  were  forced  to  consider  another  tradeoff:  reduce 
the  percentage  of  students  receiving  financial  aid  or  increase  the  self- 
help  component  (loans  and  work)  in  the  typical  student  aid  package. 

The  more  we  discussed  this  issue  among  ourselves  and  with  repre- 
sentatives of  the  Faculty  Committee  on  Undergraduate  Admission  and 
Financial  Aid,  the  more  convinced  we  became  that  maintaining  a  high 
degree  of  access  to  Princeton  on  the  basis  of  ability  and  promise  rather 
than  wealth  was  so  important  to  the  student  body  as  well  as  to  the 
University  in  general  that  the  composition  of  the  student  aid  package 
should  be  reexamined. 
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Recommendations;  More  Reliance  on  Self-Help>    In  the  current  year 
students  receiving  scholarship  aid  are  expected,  in  the  typical  case,  to 
accept  a  $500  loan  as  part  of  the  self-help  contribution.    We  recommend  that 
this  amount  be  increased  to  $800  in  FY  72,  $900  in  FY  73,  and  $1, 000  in 
FY  74  for  all  non -disadvantaged  students  on  financial  aid.  For  disadvantaged 
students,  we  recommend  that  loans  be  increased  to  $600  in  FY  72,  $700  in 
FY  73,  and  $800  in  FY  74.    On  the  basis  of  an  analysis  of  typical  summer 
earnings,  we  also  recommend  that  non-disadvantaged  students  be  expected 
to  contribute  $100  more  from  summer  earnings  than  they  were  this  year. 
Disadvantaged  students,  however,  will  not.be  expected  to  contribute  this 
increased  amount  because  their  families  often  depend  on  their  summer 
earnings  to  help  defray  living  expenses.—^ 

The  actual  borrowing  experience  of  undergraduates  at  Princeton 
during  1969-70  (the  last  year  for  which  complete  data  are  available)  provides 
some  basis  for  believing  that  loan  expectations  can  be  increased  particularly 
in  the  case  of  non -disadvantaged  students.   In  that  year,  approximately 
10  percent  of  entering  students  who  were  offered  a  combination  of  scholar- 
ships and  loans  accepted  the  scholarships  but  declined  the  loans.  Moreover, 
of  the  244  who  took  loans,  109  borrowed  less  than  $400  and  another  77 
borrowed  less  than  $500.    Further  evidence  concerning  the  ability  of  some 
students  to  find  additional  resources  is  provided  by  the  fact  that  a 
surprising  number  of  those  admitted  students  who  were  thought  to  have 


—  These  proposals  are  based  on  our  feeling  that  "need"  must  continue  to 
be  defined  by  the  formula  presently  in  use,  at  least  for  the  time  being,  and 
that  the  total  amount  of  isiid  offered  (scholarshipi  loan,  work)  should  equal 
the  student's  full  need  as  determined  by  this  widely-used  formula.   It  may 
well  be  possible  to  improve  the  formula  (we  suspect  that  it  is,  and  we 
understand  that  studies  are  now  underway);  however,  it  seems  clear  that 
any  changes  should  be  made  only  after  careful  study  and  on  the  basis  of 
discussions  with  other  universities. 
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scholarship  need,  but  who  were  not  offered  aid  by  Princeton  because  budget 
limits  had  been  reached,  enrolled  nevertheless.   Finally,  it  is  important 
to  recognize  that  loan  expectations  at  some  other  colleges  and  universities 
are  now  higher  than  at  Princeton  and  that  loan  expectations  are  being 
raised  almost  everywhere. 

Based  on  these  assumptions  concerning  changes  in  the  composition 
of  the  average,  aid  packages,  our  calculations  indicate  that  approximately 
$2,  750,  000  of  endowment  and  general  funds  would  be  required  to  maintain 
in  FY  72  the  percentages  of  disadvantaged  and  other  students  receiving 
financial  aid  characteristic  of  the  present  freshman  class  while  at  the  same 
time  meeting  the  needs  of  students  presently  enrolled.    This  is  our  budget 
recommendation.   It  entails  an  increase  of  $331,  000  over  the  comparable 
figure  for  the  current  year,  and,  as  such,  represents  one  of  the  two 
largest  budget  increases  being  recommended.    (We  are  also  recommending 
a  large  increase  in  graduate  student  support,^  as  discussed  in  the  previous 
section. )  We  make  this  recommendation  because  we  believe  that  a  strong 
scholarship  program  is  one  of  the  most  important  determinants  of  the 
overall  quality  and  character  of  the  University. 

Future  Planning.   The  assumptions  stated  above  concerning  future 
changes  in  expectations  regarding  loans  and  summer  earnings,  combined 
with  the  assumption  that  the  percentage  of  entering  students  receiving  aid 
will  remain  constant,  imply  that  endowment  and  general  funds  together  will 
have  to  contribute  just  over  $3  million  to  scholarships  in  FY  73  and  about 
$3.4  million  in  FY  74.   These  numbers  have  been  included  in  the  provisional 
plan  for  these  years  summarized  in  Section  II  of  this  report.    They  represent 
further  large  increments.  However,  we  believe  that  they  are  feasible 
figures  provided  that  it  is  possible  to  achieve  the  necessary  economies 
in  other  aspects  of  University  operations  envisioned  in  the  provisional 
plan. 
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In  looking  ahead,  three  more  general  comments  also  s^em  appro- 
priate.   First,  attention  must  be  given  to  finding  additional  job  opportunities 
for  students.   More  generally,  we  believe  that  the  broad  subject  of  the 
right  relation  between  study  and  work  needs  to  be  considered  by  the  Bressler 
Commission  on  the  Future  of  the  College,    Second,  it  is  possible  that  the 
ability  and  willingness  of  students  to  pay  a  higher  fraction  of  their  own 
educational  costs  out  of  fujure  income  will  be  increased  significantly  if  a 
contingent -repayment  plan  becomes  available,    (See  the  discussion  of  this 
subject  in  the  section  on  graduate  student  support, )  Finally,  regardless 
of  the  outcome  of  the  discussions  of  increased  work  opportunities  and 
contingent -repayment  plans  now  under  way,  we  believe  that  there  will 
continue  to  be  a  critical  need  for  increased  funds  for  student  aid  from 
State  and  Federal  sources,  as  well  as  from  private  donors.   Only  with 
increased  support  from  external  as  well  as  internal  sources  will  it  be 
possible  for  this  University,  over  the  long  run,  to  maintain  the  quality 
and  the  diversity  which  now  characterize  the  student  body  at  Princeton, 
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Academic  Administration 

General  Observations,    Before  discussing  academic  administration 
as  such  in  any  detail,  it  may  be  helpful  to  make  a  few  general  comments 
concerning  administrative  costs  and  the  approach  of  the  Committee  in  this 
area. 

It  should  be  said  at  the  outset  that  the  Committee  has  examined 
ttie  budgets  of  administrative  offices  in  very  considerable  detail.  A 
thorough  scrutiny  of  this  broad  category  of  expenditures  has  seemed 
necessary  and  proper  in  view  of  our  conception  of  the  right  "hierarchy'' 
of  budget  reductions  (see  Section  III).   The  University  exists  to  serve 
educational  purposes,  and  we  believe  that  administrative  and  supporting 
services  should  be  reduced  as  much  as  is  consistent  with  effective  manage- 
ment and  use  of  resources  before  curtailing  academic  programs.  This 
explains  why,  in  our  recommendations  for  FY  72,  we  have  proposed  much 
larger  reductions  in  the  base  level  of  expenditures  from  general  funds 
devoted  to  administrative  services  and  to  planning,  plant,  and  properties 
than  in  expenditures  devoted  directly  to  academic  programs  or  to  student 
aid. 

Stating  the  matter  this  way  may  mislead,  however,  if  individuals 
come  to  think  of  educational  programs,  on  the  one  hand,  and  administra- 
tion, on  the  other  hand,  as  constituting  fundamentally  competing  activities. 
They  are,  in  fact,  complementary.   In  our  list  of  the  ingredients  that  must 
be  present  if  the  quality  of  the  university  is  to  be  maintained  (cf.  Section 
III),  we  included  not  only  an  excellent  faculty  and  other  elements  that  con- 
tribute directly  to  programs  of  education  and  research  but  also:  "Effec- 
tive administrative  and  supporting  services  of  all  kinds,  including  an 
organization  capable  of  finding  and  managing  the  financial  resources  on 
which  all  other  activities  depend. "  Harold  Dodds,  on  the  occasion  of  his 
retirement  from  the  presidency  of  Princeton,  said: 
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Years  ago  a  wise  observer  of  American  education 
told  me  that  the  institutions  which  were  succeeding 
were  those  which  had  the  courage  to  spend  money  on 
administration.   The  advice  was  good  then;  it  is  good 
today;  I  wish  that  I  had  heeded  it  more.   It  will  be 
even  more  pertinent* ,  ,as  Princeton  grows  in  services 
and  complexity  irrespective  of  size. 

President  Dodds  is  right.    Courage  is  necessary  in  arguing  for 
the  provision  of  necessary  administrative  services  because  many  mem- 
bers of  any  academic  community  have  a  natural  and  understandable 
tendency  to  be  suspicious  of  administration.   Yet,  in  important  respects, 
this  suspicion  is  a  good  thing.   It  discourages  putting  a  premium  on 
bureaucratic  virtues  as  ends  in  themselves      especially  at  a  time  when 
budget  limitations  require  hard  choices  concerning  the  expenditure  of 
funds*   It  is  also  extremely  important,  however,  that  the  proper  degree 
of  tension  between  administrators  and  others  not  degenerate  into  real 
antagonism  and  "we-they"  thinking.   From  this  standpoint  alone,  the 
presence  of  representatives  of  all  groups  within  the  University  community 
on  the  Priorities  Committee  seems  to  all  of  us  to  be  very  desirable. 

Factors  Affecting  the  Costs  of  Academic  Administration,  We 
believe  that  proposals  regarding  administrative  costs  should  be  based 
on  a  careful  analysis  of  workloads  and  services  rendered,  not  on  the 
application  of  some  more  general  conception  of  what  constitutes  too  much 
or  too  little  administration.  Accordingly,  it  may  be  helpful  to  begin  the 
more  specifib  discussion  of  academic  administration  by  summarizing 
briefly  some  of  the  main  factors  which,  on  the  basis  of  the  Committee*  s 
analysis,  have  led  over  the  last  few  years  to  increased  pressures  on  the 
budgets  of  administrative  offices.    In  addition  to  the  general  effects  of 
inflation  on  the  costs  of  materials,  postage,  etc, ,  the  following  general 
developments  should  be  noted: 
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The  advent  of  coeducation,  which  has  affected  all 
offices  dealing  with  the  undergraduate  program  and 
with  forward  planning  for  the  University.  The 
Patterson  Report  on  coeducation  stated  explicitly 
that  the  costs  of  coeducation  would  be  proportionately 
heavier  in  academic  administration  than  in  the  aca- 
demic departments  and  programs,  and  this  prediction 
has  been  borne  out. 

Greatly  increased  efforts  to  be  more  perceptive  of  and 
more  responsive  to  the  needs  of  minority  groups  within 
the  student  body  and  the  University  generally.  Several 
additions  to  staff  have  been  made  with  this  objective  in 
mind. 

The  need  to  pay  increased  attention  to  relations  with  the 
local  commimity  as  well  as  to  relations  with  the  State 
and  the  Federal  government.  While  most  of  the  respon- 
sibility in  this  area  has  been  assumed  by  general  admin- 
istrative offices,  a  number  of  academic  administrators 
have  also  become  more  actively  involved  with  this  set 
of  concerns. 

The  occurrence  of  demonstrations  and  protests  of 
various  sorts,  and  the  need  to  modify  and  improve  the 
judicial  proceduires  of  the  University, 

Changes  in  the  governance  of  the  University  with  greatly 
increased  emphasis  on  wider  consultation  and  more 
active  participation  on  the  part  of  student  and  faculty 
groups  as  well  as  representatives  of  the  administra- 
tive staff.    There  has  been  a  pronounced  increase  in 
the  number  of  meetings  and  in  the  time  and  staff  work  ' 
needed  to  prepare  for  meetings.  / 

■       ,      ■  ..  ■■  ■       ■   '        ■  ■  ^  .  . 

Relations  with  the  alumni  and  other  off-campus  groups 

demand  more  time  and  attention  from  academic  admin- 
istrators as  well  as  from  others. 

The  introduction  of  a  more  flexible  and  varied  educa- 
tional program  at  the  undergraduate  level.   This  has 
had  Iwo  principal  effects:   (a)  it  has  led  directly  to  the 
assumption  of  the  costs  for  academic  programs  in  the 
colleges  and  hails  on  the  budget  of  the  Dean  of  Students; 
and  (b)  more  generally,  it  has  placed  greatly  increased 
demands  on  the  Office  of  the  Dean  of  the  College  and  the 
\ Registrar.   Special  programs  and  special  dispensations 
inevitably  mean  higher:  ad^^ 
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•  The  financial  squeeze  itself  has  had  pronounced  effects 
on  the  workloads  of  all  offices  by  requiring  more  de- 
tailed and  better  documented  budget  submissions  and, 
in  the  case  of  some  offices^  attention  to  new  ways  of 
making  more  effective  use  of  resources.  Greater 
control  of  budgets  and  more  careful  forward  planning 
are  essential  if  the  University  is  to  cope  successfully 
with  the  problems  which  now  confront  it,  but  efforts  of 
this  kind  all  require  expenditures. J/ 

Recommendations  for  FY  72.   Because  of  these  greatly  increased 
sources  of  pressure  on  almost  all  elements  of  academic  administration 
(none  of  which  se^^ra  to  be  abating  significantly,  with  the  possible  exception 
of  the  frequency  c  ' demonstrations),  the  Committee  does  not  believejhat 
across-the-board  reductions  in  administrative  costs  are  possible. 

At  the  same  time,  the  Committee  does  recommend  selective  reduc- 
tions which,  taken  together,  would  result  in  a  reduction  of  about  $86,000 
in  the  base  of  the  budget  for  academic  administration  (which  totals  approxi- 
mately $3  million  in  the  current  year).   These  recommendations  include: 

•  A.reduction  in  the  staff  of  the  Admission  Office.  This 
office  has  increased  significantly  in  size  in  each  of  the 
last  three  fiscal  years,  largely  as  a  result  of  the  move 
to  coeducation,  and  we  believe  that  the  size  of  the  staff 
can  now  be  reduced  somewhat.   (Responsibility  for 
transfer  applications  has  been  shifted  to  the  Office  of 
the  Dean  of  the  College,  and  this  is  one  particular 
factor  to  be  noted.) 

•  A  modest  reduction  in  the  combined  staffing  of  the 
Counseling  Services  and  the  former  mental  health 
section  of  the  Infirmary.   The  planned  amalgamation 
of  these  groups  should  lead  to  some  increase  in  effi- 
ciency. 


-  Princeton  has  been  fortunate  in  that  a  considerable  proportion  of  the 
costs  of  developing  the  new  systems  of  budgeting  and  financial  planning 
introduced  oyer  the  last  three  years  has  been  paid  for  by  the  Ford  Founda- 
tion through  a  grant  to  the  University  for  a  demonstration  project  concerned 
with  resource  allocation.   We  have  tried  to  justify  this  commitment  of 
Foundation  funds  by  making  widely  available  some  of  the  results  of  our 
efforts,  including  the  feasibility  section  of  the  Patterson  Report  on  Co- 
education, the  booklet  on  the  Definition  of  Endowment  Income,  the  study 
of  the  economics  of  dinmg,  and  this  r^ 
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•  A  decrease  in  funds  allotted  for  the  moving  expenses 
of  new  faculty  members.   This  reduction  follows 
directly  from  the  restrictions  imposed  on  faculty 
manning. 

Finally,  it  should  be  noted  that,  though  the  action  was  not  taken  on 
the  basis  of  a  recommendation  by  the  Priorities  Committee,  the  net  reduc- 
tion in  the  budget  includes  savings  resulting  from  the  recently- announced 
decision  of  McCarter  Theatre  to  have  no  repertory  company  of  its  own 
in  1971-72. 

Outlook  for  the  Future.     The  proviisional  plan  presented  in  Section  II 
of  this  report  assumes  no  net  changes  in  the  number  of  personnel  in  aca- 
demic administration  or  in  general  adniinistration  in  FY  73  and  FY  74. 
We  believe  that  this  hold-the-line  policy  probably  can  be  managed  provided 
that  no  new  demands  are  made  of  ttiese  offices.    We  do  not  believe,  however, 
that  it  is  reasonable  to  expect  substantial  reductions  in  staffing  in  this  area 
unless  some  of  the  trends  referred  to  above  are  reversed  —  which  seems 
unlikely.   While  we  believe,  of  course,  that  eve effort  should  continue 
to  be  made  to  achieve  economies  in  academic  administration,  as  in  all 
other  supporting  services,  we  also  believe  that  it  would  be  misleading  to 
suggest  that  painful  choices  concerning  reductions  in  academic  and  non- 
academic  programs  can  be  avoided  by  presimiing  that  there  are  large 
sayings  yet  to  be  made  in  academic  administration. 
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General  Administration  and  Security 

The  Committee  recommends  a  FY  72  budget  for  the  departments 
comprising  the  general  administration  group      essentially  composed  of 
staffs  devoting  attention  to  fund  raising,  relations  with  the  alumni  and 
the  public,  financial  matters,  and  administrative  and  supporting  services 
of  all  kinds      of  $4,  940,  000  (exclusive  of  salary  increases).   This  is 
a  reduction  of  $179,  000  in  the  budget  base  from  the  FY  71  level. 

In  addition,  the  Committee  recommends  that  the  budget  base  for 
the  Security  Department  be  reduced  by  $94,  000  (from  $826,  000  to 
$732,  000,  exclusive  of  sailary  increases). 

...\ 

Factors  Affecting  Work  Load  and  Costs.  Before  describing  the 
principal  actions  which  the  Committee  recommends  to  attain  the  budget 
levels  being  proposed,  it  is  worth  noting  briefly  that  here  too  there 
are  forces  at  work  tending  to  increase  costs.   The  recommended  savings 
would  be  achieved  through  reductions  which  M'culd  more  than  outweigh 
these  relatively  uncontrollable  forces.   Many  of  the  factors  mentioned 
in  the  discussion  of  academic  administration  apply  here  also,  though 
the  effects  differ  in  some  respects.   Of  special  importance  in  the  case 
of  general  administration  are: 

•  The  much  larger  requirements  for  alumni  and 
external  relations.    The  growth  pf  the  alumni  body, 
along  with  recently  intensified  concerns,  has 
added  markedly  to  the  work  load  and  costs  of 
the  President's  Office,  the  Office  of  Public  Infor- 
mation, the  Alumni  Council,  and  the  Development 
Office.  As  the  President  has  stated  repeatedly 
over  the  last  two  years,  those  of  us  in  the  Univer- 
sity must  do  more  to  improve  two-way  communi- 
cation with  our  aliinani  and  other  friends. 
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•  The  increased  need  for  more  financial  support  from 

the  private  and  public  sectors.   Much  greater  pressures 
on  the  Development  Office,  in  particular,  are  a  direct 
consequence  of  this  obvious  factor. 

•  The  trend  toward  more  use  of  loans  as  a  component  of 
the  student  aid  package  at  both  graduate  and  under- 
graduate levels.   This  growing  trend  has  had  a  marked 
effect  on  the  work  load  in  the  Controller's  Office  as 
well  as  in  the  Bureau  of  Student  Aid  and  the  Graduate 
School  Office. 

•  Much  higher  costs  for  travel  and  especially  postage. 
These  unavoidable  increases  affect  all  offices,  but 
they  have  particularly  pronounced  effects  on  the  Alumni 
Council  and  the  University's  fund  raising  activities. 

•  Higher  premiums  for  liability  insurance.  / 

•  The  search  for  economies.    Principal  effects  (in  addition 
to  those  noted  under  the  discussion  of  academic  adminis- 
tration) have  been  felt  in:  Purchasing  and  Administrative 
Services,  in  connection  with  much  tighter  budgeting 
procedures  for  capital  equipment;  Personnel  Services, 

in  relation  to  better  manpoAver  utilization  and  careful 
handling  of  terminations;  the  Controller's  Office,  in 
connection  with  the  more  detailed  and  more  complicated 
^  budgeting  procedures  now  in  use. 

There  is  one  more  factor  pushing  up  the  apparent  costs  of  the  general 
administration  departments  as  these  are  calculated  for  budgeting  purposes. 
Some  increases  in  spending      in  the  print  shop  and  in  the  photoduplication 
section  of  Firestone  Library,  for  example  —  are  reflections  of  increased 
demands  placed  on  these  service  departments  by  other  elements  of  the 
University.    Since  many  of  these  services  are  provided  on  a  fee  basis, 
higher  income  (included  in  line  6  of  Appendix  Table  A-1)  is  associated 
with  these  higher  expenditures. 

On  the  opposite  side  of  the  ledger,  we  should  also  call  attention  to 
one  factor  tending  to  reduce  the  work  load  for  some  administrative  offices: 
the  decline  in  the  dollar  volume  of  sponsored  research  noted  elsewhere 
in  this  report.   Efforts  are  continuing  to  identify  specific  savings  which  can 
be  achieved  as  a  result  of  this  source 'of?  decreased  demand  for  certain 
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services,  and  thus  far  recommendations  have  been  made  concerning  the 
staff  in  Purchasing  and  Personnel  Services  (see  below).    From  this 
standpoint,  however,  it  is  important  to  remember  that  it  is  the  reduction 
in  support  for  one  large  undertaking  (the  Princeton -Pennsylvania 
Accelerator)  that  accounts  for  the  bulk  of  the  overall  reduction  in  spon- 
sored research.   In  fact,  the  total  number  of  contracts  and  grants  has 
gone  up,  and  the  work  load  of  a  number  of  offices  is  affected  as  much  by 
the  number  of  separate  agreements  as  by  their  dollar  amount.  Also,  as 
is  well  known,  changes  in  indirect  costs  of  all  kinds  tend  to  lag  behind 
changes  in  direct  costs,  whatever  the  direction  of  change.  Princeton 
benefited  from  this  effect  in  the  early  1960's,  and  we  must  now  expect  it 
to  work  against  us. 

Recommended  Reductions.  Having  described  some  of  the  factors 
affecting  our  ability  to  achieve  substantial  savings  in  general  adminis- 
tration costs,  we  now  present  recommendations  which  are  consistent  with 
our  firm  belief  that  significant  reductions  in  this  area  must  be  made  at 
this  time.    If  adopted,  our  recommendations  would  require: 

•  Withdrawal  of  general  funds  support  from  University, 
Princeton's  quarterly  magazine.   University  is  a  very 
high  quality  journal  with  wide  appeal.   However,  we 
believe  that  in  time  of  financial  stress  we  cannot  afford 

•      to  support  the  magazine  from  general  funds.    It  is  not 
clear  at  present  whether  publication  of  University  could 
continue  in  some  form,  making  use  of  certain  restricted 
funds  which  have  been  devoted  to  its  support  in  the  past. 
A  study  of  this  possibility  is  now  being  made. 

•  Discontinuance  of  the  Secretarial  Services  typing  pool. 
This  staff  has  provided  useful  services  to  a  large 
number  of  offices  over  the  years,  and  its  existence 
has  undoubtedly  slowed  the  growth  in  secretarial  staff 
in  the  departments.    To  avoid  offsetting  staff  increases 
elsewhere,  we  recommend  that  a  practice  already  being 
followed  in  many  buildings      that  of  sharing  peak 
typing  loads  with  secretaries  from  nearby  offices  --be 
extended  throughout  the  Unive^rsity. 

^■^•r  2^^ 
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•  Elimination  of  the  Office  of  Legal  Counsel.  One 
implication  of  this  step  would  be  that  many  services 
now  being  provided  --to  various  student  groups  ^  for 
example      would  have  to  be  severely  curtailed. 
Minimal  legal  services  required  by  the  University 
would  continue  to  be  provided,  but  by  outside  counsel. 

•  Elimination  of  the  administrative  intern  program. 
This  worthwhile  project  has  provided  an  opportunity 
for  recent  college  graduates  to  embark  upon  careers 

in  university  administration,  by  giving  them  experience 
working  in  several  different  areas.   The  interns  have 
been  of  great  value  to  the  offices  they  have  served. 
However,  we  believe  that  this  program  has  a  lower 
priority  than  others  in  our  present  circumstances. 

•  A  staff  reduction  in  the  Office  of  Personnel  Services 
which  will  mean  devotion  of  less  effort  to  employment 
recruiting  and  counseling. 

•  A  very  substantial  reduction  in  personnel  in  the  Security 
Department,  as  well  as  reduced  provision  for  overtime 
and  the  closing  of  certain  buildings  on  University 
holidays. 

•  Absorption  of  the  entire  cost  of  higher  travel  and  postage 
expenses  by  the  Alumni  Council,  and  by  all  fund  raising 
activities. 

•  Restriction  of  publication  costs  of  the  new  University 
newsletter  to  those  which  can  be  underwritten  by 
special  restricted  funds. 

•  Cutbacks  in  Princeton  s  memberships  in  outside  organi- 
zations. 

•  Elimination  of  the  faculty  picture  book  as  an  annual 
publication. 

A  few  words  should  also  be  said  about  one  program  which  the  Committee 
recommends  be  continued  at  its  present  level      the  minority  training  program. 
This  is  an  on-going  effort,  budgeted  in  the  Office  of  Personnel  Services,  to 
train  the  disadvantaged  for.  productive  employment  at  Princeton,  for  example 
in  the  highly -skilled  building  trades.   Under  more  favorable  financial 
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circumstances,  this  is  a  program  which  we  feel  would  deserve  increased 
emphasis.    But  particularly  in  view  of  the  fact  that  foreseeable  job 
openings  in  the  skilled  craft  categories  will  not  be  numerous  enough  to 
absorb  the  output  of  an  expanded  training  program  (turnover  in  this  group 
is  quite  low  and  the  budget  for  Planning,  Plant,  and  Properties  is  being 
reduced),  we  believe  the  program  should  be  held  to  its  present  course  for 
now.   At  the  same  time,  our  Personnel  Office  will  work  with  individual 
departments  to  see  that  any  additional  opportunities  for  minority  training 
in  those  departments  are  fully  utilized. 

There  is  also  one  major  unresolved  issue  which  deserves  brief 
mention.   It  has  been  suggested  to  the  Committee  that  savings  might  be 
achieved  by  merging  the  separate  administrative  computing  operation  with 
the  computer  center.    The  issues  posed  by  this  suggestion  are  complex 
and  require  fuller  study.   Appropriate  experiments  are  being  designed  and 
the  experience  of  other  universities  with  combined  operations  is  being 
appraised. 

Comparisons  with  Other  Universities.   In  concluding  this  discussion 
of  administration  it  seems  worthwhile  to  present  a  brief  table  which  provides 
rough  data  comparing  the  ratio  of  general  administrative  expenses  (including 
student  services  and  academic  adntiinistration)  to  total  expenditures  at 
various  universities  for  which  data  are  available.    We  present  this  informa- 
tion because  questions  are  often  asked  concerning  it. 

Ratios  of  General  Administration  and  General  Expenses  (including 
Academic  Administration)  to  Total  Expenditures,  circa  FY  70: 


University  of  Pennsylvania 

7. 8% 

University  of  Minnesota 

8.  2% 

University  of  California 

9.1% 

PRINCETON 

9.4% 

Stanford 

9. 5% 

C  arnegie -Mellon 

10. 0% 

Brown 

10.2% 

N.  Y.U. 

11;  7% 

California  Institute  of  Tech. 

13.2% 

Amherst  / 

15. 2% 

Dartmouth 

15.2% 
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This  table  was  constructed  by  our  Controller  on  the  basis  of  data 
in  the  financial  reports  of  the  respective  institutions.   It  must  be  emphasized 
that  we  have  no  way  of  being  sure  that  these  data  are  comparable  in  any 
strict  sense, .  In  particular,  certain  differences  between  institutions  may  be 
more  apparent  tlian  real  because  of  differences  in  the  degree  to  which 
administrative  costs  are  budgeted  separately  as  distinct  from  being  sub- 
sumed within  departmental  budgets.  Also,  some  other  institutions  (besides 
Princeton)  may  treat  the  costs  of  certain  academic  programs  in  colleges 
and  halls,  as  well  as  the  expenses  of  activities  such  as  McCarter  Theatre, 
as  components  of  academic  administration.   Still,  as  rough  as  they  are, 
these  figures  do  suggest  that  administrative  expenditures  at  Princeton  are 
not  abnormally  high  — •  particularly  when  it  is  recognized  that  Princeton 
does  not  enjoy  some  of  the  economies  of  scale  which  presumably  are 
available  to  the  larger  universities,    (Note  the  positions  of  most  of  the 
smaller  colleges  and  universities  near  the  bottom  of  the  table. ) 
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Planning^  Plants  and  Properties 

The  Committee  recommends  a  budget  for  Planning,  Plant,  and 
Properties  of  $8,  604,  000  in  FY  72,  a  reduction  of  $236,  000  from  the 
budget  for  FY  71.    This  decrease  from  the  base  of  current  operations  is 
the  largest  which  we  are  proposing  for  any  of  the  major  elements  of  the 
University, 

The  Committee's  recommendations  for  the  expenses  of  operating 
and  maintaining  Princeton's  physical  plant  illustrate  quite  clearly  our 
application  of  four  maxims:  (1)  the  "falling- off- the -cliff"  principle, 
(2)  concern  for  the  future  health  of  the  University,  (3)  the  necessity  to 
plan  for  several  years  rather  than  one  at  a  time,  and  (4)  the  high  priority 
we  place  on  curtailing  supporting  services  at  a  time  when  failure  to  do 
so  would  require  —  within  the  constraint  of  any  given  deficit  level  — 
more  severe  reductions  in  basic  educational  programs. 

New  Construction.    The  pre'^sent  state  of  the  budget  for  Planning, 
Plant,  and  Properties  -  -  and  the  Committee's  recommendations  are 
best  understood  in  the  light  of  recent  trends  in  new  construction  activity. 
Over  the  past  decade,  gross  square  feet  of  building  space  at  Princeton 
has  grown  by  more  than  80  percent.  Although  construction  funds  have  often 
been  secured  through  specific  gifts  —  and  in  any  event  are  not  included  in 
the  operating  budget      the  costs  of  heat,  light,  power,  janitorial  service, 
and  the  like  are  direct  charges  to  annual  operations.  These  extra  costs 
of  operating  such  large  additions  to  plant  as  Jadwin  Cage,  Jadwin  and 
Fine  Halls,  the  new  Computer  Center,  and  the  addition  to  Firestone 
Library  have  contributed  to  our  present  financial  problems. 

Since  construction  financing  is  outside  the  scope  of  the  operating 
budget,  and  therefore  of  this  report  (and  since  the  new  buildings  are  there!), 
we  simply  take  this  opporttmity  to  endorse  the  proposition  that  future  new 
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buildings  —  with  the  possible  exception  of  new  dormitories  needed  to 
attain  economies  of  scale  in  our  educational  endeavors  —  should  be  con- 
structed only  if  there  is  a  good  possibility  of  obtaining  funds  (preferably 
endowment  fundsi^  to  care  for  the  costs  of  maintenance  and  operations,  as 
well  as  to  meet  construction  costs. 

Preservation  of  Plant.     Before  describing  in  detail  the  manner 
in  which  the  Committee  recommends  that  savings  be  achieved  in  operating 
the  physical  plant,  we  think  it  is  important  to  point  out  one  important  area 
in  which  we  believe  cutbacks  should  not  be  made.    Concern  for  the  future 
health  of  the  University  has  required  that  the  General  Manager  of  Planning, 
Plant,  and  Properties  —  in  his  efforts  to  identify  possible  economies  — 
specifically  refrain  from  offering  up  savings  which  would  have  the  effect 
of  allowing  the  fundamental  physical  condition  of  the  plant  to  deteriorate. 
To  do  otherwise,  would  be  the^most  dangerous  sort  of  false  economy.  In 
fact,  it  should  be  noted  that  adherence  to  this  principle  has  led  the  Com- 
mittee to  recommend  —  within  the  context  of  a  very  substantial  overall 
reduction  in  physical  plant  expenses  —  a  small  increase  in  spending  (on 
the  order  of  $25,  000)  for  more  adequate  preservation  of  various  rental 
housing  units. 

The  Long-Range  Plan>    Our  discussions  of  the  budget  for  Physical 
Plant  have  been  conducted  within  the  framework  of  planning  for  the  next 
three  fiscal  years.  Two  plans  presented  by  the  General  Manager  were 
given  serious  consideration.  The  first  (Budget  I )  assumed  that  certain 
"uncontrollable"  cost  increases  would  occur  —  owing,  for  example,  to 
higher  tax  rates,  insurance  premiums,  and  utility  charges  —  but  that 
these  increases  would  be  almost  entirely  offset  in  FY/ 72  through  reduc- 
tions in  staffing  and  levels  of  service.   Beyond  FY  72,  Budget  I  assumed 
that  staffing  and  services  would  remain  constant.   The  second  plan 
(Budget  II)  allowed  for  the  uncontrollable  cost  increases,  but  made 
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even  more  dramatic  reductions  in  staffing  and  services  in  FY  72,  followed 
by  further  reductions  in  FY  73  and  FY  74.  We  recommend  adoption  of 
Budget  II.   Both  plans  are  illustrated  in  Figure  4. 

The  figure  makes  plain  that  the  Committee^s  recommended  budget 
for  FY  72  would  not  only  require  savings  sufficient  to  offset  uncontrollable 
increases,  but  would  go  further  by  mandating  a  reduction  of  $236,  000  from 
the  1971  base.    In  FY  73  and  FY  74,  further  service  and  staff  reductions 
would  be  more  than  offset  by  uncontrollable  cost  increases,  but  the  recur- 
ring annual  savings      compared  with  Budget  I      would  still  amount  to 
nearly  $500. 000  by  FY  74. 

Reductions  in  Staffing  and  Service.  In  assessing  the  impact  of  our 
recommendation  on  the  services  provided  by  Planning,  Plant,  and 
Properties,  it  is  first  of  all  important  to  recognize  that  over  the  past  ^ 
two  years,  in  particular,  substantial  savings  have  already  been  achieved. 
Indeed,  over  the  whole  of  the  last  decade,  while  building  space  was  in- 
creasing more  than  80  percent,  the  staff  of  the  maintenance  shops  grew 
by  less  than  40  percent,  the  janitorial  force  was  increased  by  less  than  . 
30  percent,  and  the  grounds  crew  was  enlarged  by  only  7  percent.  Clearly, 
then,  further  substantial  savings  will  have  to  be  accompanied  by  a  markedly 
lower  level  of  services  provided  to  the  University  community.  Examples 
include: 

1.   Janitorial  and  Grounds  Force.   Over  the  three-year  period"^ 
FY  72  through  FY  74,  the  combined  janitorial  and  grounds  force  would 
be  reduced  by  more  than  25  percent  by  not  replacing  personnel  who 
resign  or  retire.  We  should  make  clear  that  no  "speedup*^  is  contemplated; 
rather,  the  amount  of  work  which  was  done  by  the  people  who  depart  would 
simply  not  be  done  thereafter.   This  would  mean  that  some  offices  and 
classrooms  would  not  be  cleaned  every  day.   The  grounds  would  assume 
a  more  park-like  appearance:  the  grass  would  not  be  mowed  as  often  or 
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FIGURE  4 
Planning,  Plant  and  Properties 
Direct  Expenses,  Actual  &  Projected 
FY  69  -  FY  74 


1974  _ 
Projected 
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as  closely;  the  fallen  leaves  would  be  removed  less  frequently;  the  snow 
would  not  be  plowed  away  so  soon;  and  some  outlying  areas  would  not  be 
maintained  at  all. 

2.  Space  Alterations >   A  near  moratorium  would  be  imposed  on 
alterations  and  improvements  to  existing  building  space.  To  cite  an 
example  of  the  sort  of  action  this  policy  would  require,  a  recent  request 
by  the  Geophysical  Fluid  Dynamics  Program  to  consolidate  its  scattered 
activities  m  a  building  which  is  vacant  at  present  has  had  to  be  denied. 
Since  renovation  projects  are  financed  initially  from  a  major  maintenance 
reserve,  and  are  reflected  in  the  operating  budget  only  gradually  through 
the  operation  of  a  five-year  moving  average  of  such  expenses,  the  full 
savings  would  not  help  reduce  the  deficit  until  FY  77.   However,  the  near 
moratorium  on  new  projects  will  permit  immediate  savings  by  allowing  a 
reduction  in  the  size  of  the  staff  of  the  Office  of  Physical  Planning,  which 
oversees  all  renovations. 

3.  Bus  Service.    Transportation  now  provided  both  on  the  main 
campus  side  of  Lake  Ciamegie  and  between  the  main  and  Forrestal  campuses 
would  be  sharply  curtailed.   The  bus  service  is  expensive  and  a  careful 
survey  has  revealed  that  out  of  a  total  of  approximately  300  riders  a  day, 
only  about  25  are  undergraduates  who  have  a  class  at  Forrestal,  and 
fewer  than  a  dozen  are  graduate  students  whose  research  is  located  there. 

It  is  these  students  who  have  a  clearly  legitimate  educational  need  for 
transportation  to  Forrestal  —  it  is  hardly  their  fault  that  Forrestal  is 
so  far  away.   Under  the  plan  recommended  by  the  Conmiittee,  their  needs 
would  continue  to  be  served,  but  with  a  sharply  curtailed  schedule  of  runs 
between  Forrestal  and  a  central  point  on  the  main  campus.   The  service 
between  various  points  on  and  adjacent  to  the  main  campus  would  have  to 
be  ended. 

We  have  reached  these  recommendations  reluctantly,  but  in 
recognition  of  the  fact  that  bus  transportation  has  been  a  service  provided 
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to  a  relatively  small  proportion  of  the  University  community,  and  at 
considerable  expense  (approximately  $1  per  ride).   The  Committee  does 
not  believe  that  this  kind  of  subsidy  can  be  continued  under  present  cir- 
cumstances.  Furthermore,  the  cost  problems  are  aggravated  by  the  fact 
that  the  present  level  of  service  could  not  be  continued  without  purchasing 
a  new  bus  this  year. 

4.  Professional  Staff.    Our  recommendations  would  require  a 
15  percent  reduction  in  the  professional  staff  of  Planning,  Plant,  and 
Properties.   Most  of  this  contraction  would  be  in  the  Office  of  Physical 
Planning,  and  would  be  possible  because  a  near  moratorium  on  alteration 
projects  would  diminish  our  need  fpr  in-house  design  work.  Furthermore, 
it  should  also  be  possible  to  close  the  Construction  Office  now  that  new 
building  construction  has  virtually  come  to  a  halt. 

5.  Management  Improvements.    The  General  Manager  and  his 
staff  have  also  identified  savings  which  will  result  from  improved  manage- 
ment of  the  physical  plant.    For  example.  Budget  II  provides  for  nearly 
complete  termination  of  our  outside  contracts  for  painting,  and  for  ele- 
vator and  air  conditioning  maintenance.  While  these  actions  will  result 

in  a  15  percent  decrease  in  interior  painting,  the  maintenance  tasks  will 
be  performed  as  before,  but  more  efficiently  with  our  owr  people. 

These  management  improvement  efforts  will  continue  in  the  future, 
as  they  have  in  the  past.   Indeed,  Budget  II  provides  —  within  the  overall 
substantial  decrease  —  for  a  modest  increase  in  staff  effort  devoted  to 
accounting  support  for  improved  productivity  measures.  Possibilities 
for  achieving  savings  in  utility  costs  will  be  examined.   Finally,  studies 
will  be  pursued  to  determine  if  savings  might  result  from  using  students 
in  more  physical  plant  jobs  —  which  would  simultaneously  improve  the 
student  aid  situation. 
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Salary  Policy 

The  Committee  recommends  salary  increase  pools  for  FY  72 
which  entail  a  total  commitment  of  $1,  452,  000  in  general  funds  (including 
both  salaries  and  related  personnel  benefits),-' 

Three  important  conclusions  we  have  reached  regarding  salary 
policy  should  be  stated  unequivocally  at  the  outset: 

•  It  is  alniost  impossible  to  overrate  the  value  of 
proper  compensation  in  sustaining  the  excellence  of 
Princeton's  programs,  and  in  maintaining  the  morale 
of  our  people, 

•  The  salary  policy  we  recommend  for  FY  72  is  an 
austere  one,  particularly  for  individuals  in  the 
higher  salary  categories. 

•  Such  an  austere  salary  policy  ought  not  to  be  recom- 
mended  for  more  than  one  year,  ^. 

Princeton's  salary  increases  for  FY  70  were,  in  general,  liberal 
enough  to  improve  our  competitive  position  somewhat  and  to  protect  our 
faculty  and  staff  from  inflationary  increases  in  living  costs.   Indeed,  when 
it  became  apparent  six  months  after  the  original  budget  was  completed  that 
the  deficit  was  going  to  be  smaller  than  anticipated  earlier,  the  President 
and  Trustees  demonstrated  their  concern  for  proper  compensation  by 
approving  additional  salary  increases.  Again  last  year,  the  Priorities 
Committee  placed  a  very  high  priority  upon  adequate  salary  pools,  with 
the  result  that  increases  granted  for  FY  71  were >  on  average,  larger 
than  those  provided  at  many  other  colleges  and  universities. 

For  FY  72  only,  however,  the  Committee  recommends  a  much 
more  restrictive  policy.  This  policy  would  protect  most  of  those  in  the 

^^The  actual  salary  pools  assigned  to  various  elements  of  the 
University  will—  in  the  aggregate  --  be  larger  than  this  owing  to  the 
inclusion  of  increases  to  be  charged  tp  sponsored  projects  and  restricted 

■■."■fUn^S.^"-'.;..-.,^  \  V:  -.^.^^-^^^  .■  ^  •  . 
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middle  and  lower  salary  ranges  from  inflation  (through  increases  of  as 
much  as  6  to  7  percent  in  the  lowest  pay  categories),  but  would  allow  for 
only  much  smaller  proportional  increases  for  those  who  are  already 
receiving  higher  compensation.  In  the  highest  paid  categories  we  recom- 
mend a  salary  increase  pool  of  only  2  percent  of  current  salaries.  This 
is  intended  to  be  used  only  to  reward  exceptional  performance  and  to 
reduce  manifest  inequities.    Thus  acceptance  of  our  recommended  budget 
for  salary  increases  would  require  that  a  significant  proportion  of  our 
best  paid  members  of  the  faculty  and  administration  be  given  no  salary 
increases  at  all  for  this  one  year. 

In  reaching  these  conclusions      and  we  have  reached  them  most 
reluctantly      the  Committee  has  had  to  contend  with  two  dilemmas. 

First,  we  feel  strongly  that  almost  nothing  would  undermine 
Princeton's  preeminence  in  higher  education  as  much  as  allowing  our 
salary  scales  to  deteriorate  in  comparison  with  other  major  imiversities 
and  other  organizations  over  the  long  term.   Yet  we  are  recommending 
what  really  amounts  to  a  "pay  pause"  for  some  of  our  best  people.  The 
explanation  for  this  apparent  contradiction  has  to  do  with  time  horizons. 
Over  the  long  run,  we  firmly  believe  that  it  would  be  far  better  to  reduce 
the  level  of  some  of  our  programs  and  supporting  services      even  to 
terminate  some  of  them  entirely  —  thajti  to  allow  the  quality  of  all  of 
them  to  be  eroded.   And,  in  fact,  we  have  followed  this  dictum  this  year, 
as  the  program  reductions  and  terminations  recommended  elsewhere  in 
this  report  amply  demonstrate.   But  some  programs^  and  particularly 
academic  programs,  cannot  be  modified  suddenly.    Our  commitments  — 
•legal  and  moral  —  to  faculty  and  students  cannot  be  so  abruptly  abridged. 

Yet  the  need  to  achieve  substantial  savings  now  is  very  real,  and 
we  believe  that  this  need  is  overriding  for  this  one  year.  We  feel  we  must 
demonstrate  our  determination  to  do  all  that  we  reasonably  can  to  bring 
the  deficit  down  significantly  in  FY  72,  as  well  as  to  initiate  the  further 
action    necessary  to  achieve  balance  in  the  longer  rim. 


-  256  - 


Our  second  dilemma  is  related  to  the  distribution  of  salary 
increases  among  the  various  pay  categories,  within  an  overall  salary 
pool  of  considerably  diminished  size.   On  the  one  hand,  concern  for  the 
quality  of  our  programs  would  suggest  that  our  very  best  (and  therefore 
generally  best  paid)  people  ought  in  many  cases  to  be  favored.   On  the 
other  hand,  these  same  individuals  are  in  a  much  better  position  to  weather 
one  more  year  of  inflation  than  are  those  at  the  other  end  of  the  salary 
scale.    Principles  of  equity  and  of  merit  (which  in  turn  relate  to  compe- 
tition with  other  institutions)  conflict,  at  least  to  some  extent. 

In  the  main,  the  Committee  has  come  down  on  the  side  of  equity 
for  FY  72.  Our  lowest  paid  people  are  undeniably  more  vulnerable  to 
increases  in  living  costs,  since  a  much  higher  proportion  of  their  earnings 
must  be  devoted  to  food  and  other  essentials*   In  recommending  larger 
percentage  increases,  for  these  groups,  we  are  not  unmindful  of  the  very 
real  cost  squeeze  being  experienced  by  nearly  all  of  our  faculty  and  staff, 
those  earning  high  salaries  as  well  as  those  earning  less.   Neither  are  we 
unmindful  of  the  fact  that  our  knowledge  of  salary  increases  being  granted 
by  many  other  universities  —  though  fragmentary  —  nevertheless  sug- 
gests that  adoption  of  our  recommendations  would  not  be  out  of  line  with 
actions  being  taken  elsewhere.   We  are  also  aware  of  the  need  to  continue 
to  make  Princeton  attractive  to  those  younger  members  of  the  faculty  and 
staff  who  have  outstanding  promise,  and  we  intend  that  the  merit  principle 
be  invoked  in  their  cases.  More  generally,  the  policies  being  recommended 
for  FY  72  do  not  represent  any  change  in  our  feeling  that  over  the  long  run 
adequate  salary  differentials  (and  thus  adequate  incentives)  must  be  main- 
tained.../  '.;  '  '  •  ^ 

^  -        Fmally,  ther^  is  the  question:  Is  it  realty  reasonable  to  suppose 
that  our  financial  situation  will  perniit  us  to  hold  to  an  austere  salary 
policy  for  only  one  year  ?  We  think  that  it  is.   FY  71  and  FY  72 
will  plainty^^  longer  term 


-  257  - 


there  are  grounds  for  guarded  optimism.   The  economy  may  be  expected 
to  recover  --  albeit  gradually  —  and  this  will  help  stock  market  values 
and  the  return  on  our  invested  funds.  Clearance  of  legal  hurdles  would 
allow  us  to  begin  to  use  a  prudent  portion  of  the  capital  gains  on  our  port- 
folio.  Our  recent  heavy  investment  in  firnd  raising  should  increasingly 
benefit  current  income. 

But  in  the  last  analysis,  perhaps  the  best  hope  for  a  speedy  return 
to  adequate  salary  policies  rests  on  attaining  the  target  for  longer- range 
economies  included  in  our  provisional  plan  for  FY  73  and  FY  74.  Only 
by  proceeding  in  this  way  can  we  reduce  the  risk  that  future  short-term 
fluctuations  ~  in  the  economy,  fund  raising,  government  support,  and  a 
host  of  other  factors—  will  again  make  it  difficult  to  continue  to  provide 
appropriate  salary  increases. 
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APPENDIX  TABLE  A-1 

PRINCETON  UNIVERSITY 
1971-72  Operating  Budget:  Income 

(in  thousands  of  dollars) 


1.  Endowment 

2.  Student  Fees: 

a.  Undergraduate  Tuition 

b.  Graduate  Tuition 

c.  Other 

Subtotal 

3.  Gifts  and  Grants  (non-Gov*t) 
a.  Sponsored  Projects  !/ 


b.  Annual  Giving 

c.  Other 


Subtotal 


4/  U,S,  Government  Agencies: 

a.  Sponsored  Projects  U 
\>.  Other 

Subtotal 

5.  Auxiliary  Activities: 

a.  Athletics 
b;  Dormi tori es  and  Food 
Services 

c.  Faculty  and  Staff 

Housing 

d.  Married  Student  Housing  . 

e.  Commercial  Properties 

Subtotal 

6.  Service  Departments 

7.  Other 

GRAND  TOTAL 


1/ 


Summary  of  Sponsored  Projects: 

a.  Direct  Costs 

b.  Indirect  Cost 

Reimbu 


FY70 
Actual 
(1) 

FY71 
Budget 

(2T 

FY72 
Projection 
(3) 

Differei 
C3)  - 
(4) 

12,310 

14,262 

14,855 

+  593 

7,990 
3,522 
248 

ll,75d 

9,125 
3,653 
260 
13,058 

10,710 
3,915 
251 
14,876 

• 

+1,585 
+262 
-9 

+1,838 

1,967 
2,983 
3,  737 
8;687 

1,378 
3,100 
3  ,724 
8;201 

993 
3,100 
3,624 

-385 

-100 
-484 

27,737 
3,128 
30,864 

23,938 
2,465 
26,403 

22,067 
1,809 
23;876 

-1,871 
-656 
. -2,527 

647 

599 

626 

+  27 

A    7  77 

3,00/ 

0,231 

+  564 

1, 143 
373 
772 

7,712 

1,237 
398 
76^ 

8  ,  666 

1,37  2 

*r  •/  *T 

787 
■  d,450 

+  135 
~  ou 
+  22 

+  784 

2,845 

3,251 

3,317 

+66 

2,304 

2.287 

2,523 

+  236 

76,481 

76,109 

76,614 

+  505 

23,348 

19,298 

17,087 

-2,211 

6.356 

6,018 

5.973 

-45 

29,704 

25,316 

23,060 

-2,256 

Sum  of  lines  3a  and  4a,-'.  , 
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APPENblX  TABLE  A- 2 

PRINCETON  UNIVERSITY 
1971-72  Operating  Budget:  Expenditures 
(in  thousands  o£  dollars) 


1.  Academic  Departments: 

a.  Instructional  Salaries: 

1.  Faculty,  acad.  year 

2.  Teaching  ast.  stipends 

3.  Teaching  ast.  tuitions 

b.  Other  salaries,  expenses, 

and  benefits 
,c.  Graduate  fellowships: 

1.  University  fellowships-^ 

2.  Other  fellowships 

Subtotal 

2.  Special  Academic  Programs 

3.  Undergraduate  Scholarships 

and  Prizes 

4.  Central  University  Services: 

a.  Library 

b.  Computer  Center 

c.  Security 

d.  Other 

Subtotal 

5.  Administration: 

a.  Acad.  Administration 

b.  General  Administration 

.  Subtotal 

6.  Planning,  Plant,  and  Properties 

7.  Athletics 

8 .  Dormitories  and  Food  Services 

9.  Undistributed  Personnel 

Benefits 

10.  Transfers  to  Reserves 

11.  Salary  Increases  (including 

benefits) 

12 . .  Savings  from  unfilled  positions 
and  unspent  operating  budgets 

13 .  Allowance  for  contingencies 

■      '      V  GRAND  TOTAL 

14.  Estimated  Income 

15.  Surplus  or  (deficit) 


FY70 

FY71 

Rii  fK  (TO f* 
ou age L 

13  V  7  9 

Recommen- 
aanons 

Differei 
(3)  - 

(1) 

(25 

(3) 

(4) 

8,573 
449 
169 

9,577 
526 
406 

9,570 
612 
499 

-7 

+  86 
+93 

16,584 

15,920 

15,030 

-890 

1,341 
3.876 
30,993 

1,688 
3.158 
SI, 275 

1,902 
2.908 
30,521 

+  214 
-250 
-754 

13,493 

11,608 

9,708 

-1,900 

0  7  7 

Z    A  9  9 

J.  T  O  T 

3,218 
2,196 
564 
648 
6,626 

3,659 
2,284 
818 
623 
•  7,384 

3,659 
2,099 
732 
593 
7,083 

-185 
-86 
-30 

-301 

2,938 
4.282 
7,220 

3,171 
5.119 

d,2d0 

3,085 
4.940 
8,025 

-86 
- 179 
-265 

7,884 

8,840 

8,604 

-236 

1,222 

1,288 

1,220 

-68 

3,808 

-  3,947 

3,938 

-9. 

-31. 

3,223 

3,234 

3,422 
1,452 

+  188 
+1,452 

-550 

-100 

+  450 

50 

300 

+  250 

77,466 

78,665 

77,795 

-870 

76,481 

76.109 

76.614 

(985) 

(2,556) 

(1,181) 

1/  Endowment  and: General  Funds . 
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APPENDIX  B 

Principal  Assumptions  Underlying  Alternative  Projections 
of  Income  and  Expenditures  for  FY  73  and  FY  74 

As  indicated,,  the  alternative  projections  of  income  and  expenditures 
presented  in  Table  4  and  the  accompanying  discussion  rest  on  specific  sets 
of  assumptions.  These  assumptions  are  listed  in  the  following  two  tables 
(B-1  and  which  are  largely  self-explanatory* 

The  assumptions  regarding  specific  elements  of  income  and 
expenditures  on  these  tables  can,  of  course/  be  combined  in  a  great 
variety  of  ways  to  obtain  overall  projections*   As  a  starting  point  for 
our  analysis^  we  treated  all  of  the  **lower"  assumptions  as  one  group, 
all  of  the  ''higher**  assumptions  as  another  group,  and  then  constructed 
the  four  sets  of  budget  totals  resulting  from  the  various  combinations  of 
the  hijgher  and  lower  income  and  expenditures  figures*   Moreover^  in 
combining  higher  income  and  lower  expense^  and  lower  income  and  higher 
expense,  we  adopted  certain  "consistency  assumptions* "  For  example, 
it  would  make  np  sense  to  combine  the  higher  assumption  regarding 
reimbursements  for  sponsored  projects  with  the  lower  assumption 
regarding  expenditures  by  sponsored  projects*    Thus,  higher  sponsored 
research  expenses  have  been  included  with  higher  sponsored  research 
income  when  constructing  the  higher  income /lower  expense  totals* 
Modifications  of  a  similar  sort  have  been  made  to  take  account  of  the 
interactions  between  tuition  charges  and  projected  expenditures  for 
student  aid;  ^  . 
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APPENDIX  TABLE  B-1 

PRINCIPAL  ASSUMPTIONS  UNDERLYING  ALTERNATIVE 
PROJECTIONS  OF  INCOME  FOR  FY73  AND  FY74 


SOURCES 

LOWER 
ASSUMPTIONS 

HIGHER 
ASSUMPTIONS 

1.  Endowment 

• 

(a)  $2  million  per  year 
increase  in  principal; 

(b)  31  increase  in  income 
per  unit  in  FY 73  and 
61  in  FY74; 

(c)  No  capital  gains  in- 
cluded in  income. 

(a)  $4  million  per  year 
increase  in  principal; 

(b)  6%  increase  in  income 
per  unit  in  FY  73  and 
FY  74; 

(c)  An  additional  $600,000 
of  capital  gains  in 
FY74  per  plan  endorsed 
by  Trustees. 

2.  Tuition 

(a)  Increase  in  under- 
graduate enrollment 
per  plan  for  coeduca- 
tion; 

(b)  Graduate  enrollment 
to  remain  at  FY72 
level; 

(c)  Tuition  to  increase 
$200  per  year. 

(a)  Same  as  "Lower**; 

(b)  Same  as  ••Lower**; 

(c)  Tuition  to  increase 
$300  per  year. 

3.  Contracts  and 
Grants  for 
Sponsored  Projects 

5%  decrease  in  FY 73 
and  FY74. 

5%  increase  in  FY73 
and  FY74. 

4.  Annual  Giving 

Constant  in  FY73  and 
FY74  at  FY72  level. 

5%  increase  in  FY73 
and  FY74. 

5.  Other  Gifts  and 
Grants  (Private 
and  U.S.  Gov»t.) 

Current  major  term 
grants  to  be  phased 
out  with  251  replace- 
ment. 

Current  major  term 
grants  to  be  phased 
out  with  751 
replacement. 
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Table  B-1- Principal  Assumptions  Underlying 
Alternative  Projections  of  Income  for 
FY 7 3  and  FY 7 4  (continued) 


SOURCES 

LOWER 
ASSUMPTIONS 

HIGHER 
ASSUMPTIONS 

6.  Auxiliary 
Activities 

(a)  10%  increase  per  year 
in  rents  from  Faculty/ 
Staff  housing; 

(b)  10%  increase  per  year 
in  married  student 
housing; 

(c)  7%  increase  per  year 
in  Dormitory  and  Food 
Services  charges 
(approx.) ; 

(d)  5%  increase  per  year 
in  other  charges 
(approx. ) . 

(a)  Same  as  "Lower"; 

(b)  Same  as  "Lower"; 

(c)  Same  as  "Lower"; 

(d)  Same  as  "Lower". 

7.  Service  Depart- 
ments 

5%  increase  per  year. 

Same  as  "Lower". 

8.  Other  (mainly 
income  on  current 
fiincls) 

3%  increase  in  FY73 
and  6%  in  FY74. 

(a)  6%  increase  in  FY73 
and  FY74. 

(b)  An  additional  $150,000 
of  capital  gains  in 

FY  74  per  plan  endorsed 
by  Trustees. 
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APPENDIX  TABLE  B-2 

PRINCIPAL  ASSUMPTIONS  UNDERLYING  ALTERNATIVE  PROJECTIONS 
OF  EXPENDITURES  FOR  FY73  AND  FY74 


CATEGORIES 

LOWER 
ASSUMPTIONS 

HIGHER 
ASSUMPTIONS 

1.  Salary  increases 
for  all  continuing 
personnel V 

6%  increase  per  year 
in  total  salary  pool; 
distribution  to  depend 
on  considerations  of 
merit,  equity,  and 
market  conditions. 

Same  as  "Lower". 

2.  Instructional 
Budget 

(a)  Number  of  faculty  on 
general  funds  constant 
in  PY73  and  FY7d* 

(b)  Assistants  in  Instruc- 
tion increase  modestly 
according  to  Graduate 
School  plan. 

(a)  Number  of  faculty 
increases  3%  per 
year; 

(b)  Same  as  "Lower". 

3,  Other  Expenses  of 
Academic  Depart- 
ments and  Special 
Academic  Programs 

(a)  5%  decrease  in 
sponsored  research 
per  year; 

(b)  Number  of  other 
personnel  constant 
at  FY72  level; 

(c)  Operating  expenses 
increase  3%  per  year. 

(a)  5$  increase  in 
sponsored  research 
per  year; 

(b)  Other  personnel 
increase  3%  per 
year; 

(c)  Operating  expenses  ^ 
increase  6%  per  year. 

4.  Graduate  Fellow- 
ships v^,.^^^,.^ 

Graduate  School  Plan 
with  251  drop  in  outside 
income  replaced  from 
outside  sources • 

Graduate  School  Plan 
with  75%  of  drop  in 
outside  income  re- 
placed from  outside 
sources. 

-We  list  this  element  of  expenditure  first  to  emphasize  that  increases 
for  continuing  personnel  are  excluded  from  all  subsequent  categories 
of  expenditure.  ~— —  ^  * 
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Table  B- 2- Principal  Assumptions  Underlying 
Alternative  Projections  of  Expenditures 
for  FY73  and  FY74  (continued) 


CATEGORIES 

LOWER 
ASSUMPTIONS 

HIGHER 
^  ASSUMPTIONS 

5.  Undergraduate 
Student  Aid 

Increases  according 
to  middle  Priorities 
Committee  Plan  after 
FY72. 

Increases  according 
to  high  Priorities 
Committee  Plan  after 
FY72. 

6.  Library 

3%  increase  per  year 
(approx.) 

6%  increase  per  year 
(approx. ) 

7.  Computer  Center 

Computer  Center's  11% 
Cut  Plan    (no  new 
memory) ,  but  holding 
personnel  cons  tant. 

Computer  Center's  11% 
Cut  Plan  (no  new 
memory) .  / 

8.  Academic  and 

General  Adm.  /  plus 
Security 

(a)  Number  of  personnel 
constant  at  FY? 2 
level; 

(b)  Operating  expenses 
increase  3%  per  year. 

(a)  Number  of  administra- 
tive personnel  increase 
1.5%  per  year;  number 
of  security  personnel 
increase  3%  per  year; 

(b)  Operating  expenses 
increase  6%  per  year. 

9.  Planning^  Plant> 
and  Properties 

P Ian  r e  commende d  by 
Priori ties  Committee ; 
rises  in  uncontroll- 
able costs  offset  in 
part  by  reductions  in 
personnel  and  other 
expenses.  o 

Modification  of  "Lower" 
Plan  to  hold  personnel 
constant  rather  than 
reduce  personnel. 

10/ Athletics 

(a)  Number  of  personnel 
constant ; 

(b)  Operating  expenses 
increase  3%  per  year 

(a)  Same  as  "Lower". 

(b)  Operating  expenses 
increase  6%  per  year. 

11.  Dormitories  and 
Food  Services 

Low  Priorities  Commit- 
tee estimate  (increases 
approx.  5%  per  year) . 

High  Priorities 
Committee  estimate 
(increases  about 
10%  in  FY73  and 
about  6  1/2%  in  FY74). 

Princeton  University:  Department 
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APPENDIX  C 


To 


From 


Department  Chairmen, 
Heads  of  Departments, 
Directors  of  Programs 

William  G.  Bowen 


Date  September  15,  1970 
Subject  Guidelines  for  1971-72  Budget  Requests 
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The  forms  for  the  1971-72  operating  budget  will  be  distributed  by 
Mr.  Carl  Schafer,  Director  of  the  Budget,  just  as  soon  as  the  necessary 
data  are  compiled     hopefUUy  within  the  next  few  days.   The  forms  are 
much  the  same  as  last  year,  and  they  will  be  accompanied  by  a  detailed 
set  of  instructions,  including  a  time  schedule. 

The  forms  and  the  instructions  for  completing  them  do  not,  however, 
say  anything  about  the  particular  financial  circumstances  now  confronting 
the  University  or  the  implications  of  our  present  situation  for  budget  re- 
quests. As  many  of  you  will  recall,  the  report  of  the  Priorities  Committee 
distributed  in  January  1970  estimated  a  deficit  for  1969-70  of  approximately 
$300  thousand  and  projected  a  deficit  for  1970-71  of  $1.  5  million.  Unhappily, 
it  has  been  necessary  to  revise  both  figures  in  the  wrong  direction.  The 
accounts  are  now  closed  for  fiscal  year  1969-70,  which  ended  June  30,  and 
the  final  figures  show  a  realized  deficit  almost  $700  thousand  larger  than 
anticipated  in  January  ~  the  actual  figure  being  $985  thousand.  The  most 
recent  projection  for  1970-71  suggests  a  deficit  for  the  current  fiscal  year 
of  about  $2.4  million      almost  $1  million  larger  tham  the  earlier  projection. 
Reductions  in  income  expected  from  grants  and  contracts,  from  private 
giving,  and  from  endowment  are  mainly  responsible  for  these  swings. 

The  figure  pr$2. 4  million  for  1970-71  is,  of  course,  only  a  projection, 
and  it  may  change  again.  There  is  little  reason,  however,  to  believe  that  it 
is  more  likely  to  decrease  than  to  increase.  If  we  do  end  the  current  fiscal 
year  with  a  deficit  of  $2. 4  million,  the  general  reserve  ftind  of  the  Univer- 
sity, which  stood  at  about  $4  million  before  the  1969-70  fiscal  year,  will 
have  been  reduced  to  about  $600  thousand  in  just  two  years.  Furthermore, 
rough  projections  already  made  for  1971-72,  based  on  one  set  of  quite  re- 
strictive assumptions  concerning  expenditures,  suggest  a  potential  deficit 
in  that  year  that  is  even  larger  than  the  deficit  now;  projected  for  1970-71. 


It  is  against  this  somber  background  tt^it  the  budget  for  1971-72  must 
be  determined.  There  is  no  doubt  thatt  we  face  extremely  serious  financial 
problems  and  that  a  number  of  painftil  decisions  will  have  to  be  taken. 
Having  experienced  a  period  of  unprecedented  increases  in  both  capital 
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funds  and  operating  income,  especially  from  the  late  1950»s  through  1968, 
we  must  now  plan  realistically  for  a  period  of  consolidation  and  even  some 
retrenchment. 

It  is  important  to  realize  that  Princeton  is  by  no  means  alone  in  this 
respect,  A 11. levels  of  g:overnment  and  nearly  all  colleges  and  universities, 
public  and  private,  are  having  to  recognize  that  available  resources  simply 
are  not  sufficient  to  undertake  or  continue  many  extremely  meritorious  ac- 
tivities. Among  colleges  and  universities,  Princeton  is,  as  yet,  much  more 
fortunate  than  many.   One  important  lesson  to  be  learned  from  the  recent 
experiences  of  others  is  that  current  financial  problems  are  best  faced  head 
on,  when  they  first  appear,  rather  than  after  the^'situation  has  become  so  bad 
that  even  more  drastic  steps  are  unavoidable. 

The  implications  of  the  present  financial  situation  for  budget  requests 
have  been  considered  within  my  office,  by  President  Goheen,  Mr,  Mestres 
and  the  members  of  the  Priorities  Committee,  as  well  as  by  the  Director  of 
the  Budget,  and  the  Executive  Director  of  Administrative  and  Personnel 
Services,  We  have  concluded  that  the  interests  of  both  those  responsible 
for  submitting  budget  requests  and  those  responsible  for  reviewing  them ' 
will  be  served  by  issuing  some  general  guidelines.   It  would  be  in  the  inter- 
est of  no  one  to  have  departments  make  numerous  budget  proposals  which 
we  knew  in  advance  could  not  be  funded. 

Accordingly,  in  preparing  budget  proposals  for  fiscal  year  1971-72 
we  ask: 

--That  you  propose  no  net  .increases  in  academic  or  other 
staff, 

•-That  you  re-examine  all  present  vacancies,  and  ^all  vacancies 
known  to  be  forthcoming  due  to  resignations  and  retirements,  to 
determine  whether  they  can  remain  unfilled  without  jeopardizing 
essential  functions. 

--That  you  propose  operating  expense  budgets  no  larger  than 
those  approved  for  the  current  year  (1970-71),   We  recognize  that 
this  will  mean  ''absorbing**  inflationary  cost  increases  through  more 
efficient      and  in  some  cases  curtailed  —  operations, 

—That  you  not  plan  to  shift  charges  now  paid  from  sponsored 
research  and  restricted  departmental  funds  to  the  general  funds 

.■■■'budget, . 

--That  you  try,  wherever  feasi^^  of  re- 

stricted funds  so  that  general  funds  can  be  conserved  for  those 
activities  which  cannot  be  supported  in  any  other  way. 
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There  is  one  important  exception  to  the  coverage  of  the  first  four  of 
the  above  guidelines.   They  are  not  meant  to  apply  to  proposals  which  are 
to  be  financed  from  sponsored  research  grants  or  restricted  funds  on  a 
continuing  basis.   Neither  are  they  intended  to  constrain  activities  which 
can  be  funded  from  new  "outside"  sources* 

We  also  recognize  that  there  may  be  some  exceptional  circumstances 
in  which  the  complete  application  of  the  first  four  guidelines  would  be 
severely  damaging.   In  such  cases^  the  memorandum  accompanying  your 
budget  materials  should  explain  the  nature  of  these  circumstances  in  some 
detail. 

Finally,  it  should  be  said  that  the  amount  of  funds  available  for 
salary  increases  for  1971-72,  as  well  as  for  graduate  fellowships  and 
undergraduate  student  aid,  will  depend  on  the  achievement  of  savings  in 
other  components  of  the  budget.  Achieving  the  necessary  savings  will 
not  be  an  easy  task,  and  your  active  cooperation  will  be  essential.  Only 
through  the  best  efforts  of  everyone  involved  will  it  be  possible  to  find 
sensible  ways  of  responding  to  the  financial  problems  confronting  us. 

William  G.  Bowen 
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APPENDIX  D 


A  Study  on  the  Economics  of 
Student  Dining  and  Dormitories 

by 


Mary  E,  Procter 
James  P,  Mnookin 


[N.  B.  Because  of  its  dated  nature  and  length 
31  pages  —  this  appendix  has  not  been  included. 
Persons  wishing  copies  of  Appendix  D  should 
address  their  requests  to  the  Office  of  the 
Provost,  Nassau  Hall,  Princeton  University.  ] 
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INTRODUCTION 

■ 

In  the  introduction  to  last  year's  report  we  stated  two  general 
themes,  both  of  which  bear  repeating.    First,  Princeton,  like  virtually 
every  other  college  and  university  in  the  United  States,  public  and  private, 
confronts  long-run  financial  problems  which  will  require  difficult  choices 
as  far  ahead  as  we  can  see.    The  deficits  of  the  last  few  years  are  not  the 
result  of  "chance"  factors  which  can  be  expected  to  correct  themselves;  it 
is  up  to  us  to  be  realistic  in  recognizing  our  problems  and  effective  in  re- 
sponding to  them  before  they  worsen.    Second,  in  coping  with  these  prob- 
lems it  seems  better  for  Princeton  to  do  a*  relatively  small  number  of 
things,  and  to  do  them  well,  than  to  spread  our  resources  so  thinly  that 
the  result  is  a  general  decline  in  overall  quality.    In  short,  we  are  deter- 
mined that  Princeton  shall  continue  to  retain  its  position  of  academic  lead- 
ership in  carefully  selected  fields.  ' 

To  these  somber  themes  of  last  year  we  are  now  able  to  add  a  tone 
of  encouragement;  though  certainly  not  of  complacency.    Thanks  to  the  ef- 
forts of  a  great  many  people,  inside  and  outside  the  University,  the  trend 
toward  ever-rising  deficits  appears  to  have  been  reversed.  (Confirmation 
will  come,  we  hope,  when  the  final  results  are  in  for  the  current  year.  ) 
Moreover,  we  believe  that  with  continued  backing  from  the  faculty,  staff,  A. 
and  students,  combined  with  a  sustained  effort  on  the-part  of  alumni  and 
other  friends  to  increase  their  support  and  a  reasonable  amount  of  good 
luck,  it  should  be  possible  to  achieve  the  fiscal  objective  set  last  year:  a 
budget  in  approximate  balance  by  1973-74.   Most  important  of  all,  we  are, 
if  anything,  more  confident  than  before  that  this  can  be  done  without  sacri- 
ficing the  still  more  significant  objective:  sustaining  the  quality  of  our  pro- 
grams of  instruction  and  research.    The  revisions  to  last  year's, provisional 
plan  recommended  in  this  report  represent  some  additional  support  for  crit- 
ical areas  r-  most  notably  the  graduate 
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As  will  be  evident  from  the  discussion  that  follows,  sustaining  the 
quality  of  education  and  scholarly  contributions  at  Princeton  will  be  no 
easy  task.   Even  so,  we  should  not  be  satisfied  with  simply  holding  our 
own      we  must  continue  to  reach  out  for  ways  to  improve  the  University. 

One  of  the  purposes  of  the  very  long  report  of  the  Priorities  Com- 
mittee  issued  last  year  was  to  provide  a  point  of  departure  for  subsequent 
efforts.   It  would  be  neither  practicable  nor  sensible  to  attempt  every  year 
to  conduct  the: kind  of  exhaustive  review  which  occurred  in  1970-71  or  to  re- 
port in  such  detail  on  virtually  every  facet  of  the  University's  operations. 
Accordingly,  this  year's  report  is  considerably  shorter  than  its  predecessor 
and  is  organized  somewhat  differently. 

The  first  main  section  does  follow  past  practice,  in  that  it  contains 
a  description  ofvthe  work  of  the  Committee. 

The  second  section  describes-the  overall  financial  situation  of  the   

University  as  it  now  appears  to  us  and  includes  a  svunmary  df  recommenda- 
tions for  1972-73  and  projections  through  1975-76  as  well  as  a  brief  reca- 
pitulation of  guiding  principles.   It  does  not  contain  all  of  the  historical  ma- 
terial or  the  analysis  of  long-term  trends  presented  last  year. 

The  third  section  is  divided  into  two  principal  parts,  the  first  of 
which  consists  of  a  detaUed  discussion  of  the  major  respects  in  which  we 
recommend  modifications  of  the  plans  set  forth  last  year.   The  topics  cov- 
ered here  are :  (1)  the  graduate  school;  (2)  the  library ;  (3)  the  theate r  pro- 
gram, including  McCarter^^^^ 

and  (5)  faculty  and  staff  housing.   The  latter  half  of  this  section  contains  a 
series  of  brief  coinments  on  impor- 
tance and  concern,  haye  hot  s e emed  to  us  to  require  major  modifications  in 
either  policy  recpirime^^ 
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Finally,  appended  to  the  report  are  summary  tables  showing  in- 
come and  expenditures  as  budgeted  for  1971-72  and  as  recommended  for 
1972-73. 

>!s  sje  »:«  sje  sje  sje  s;e  sje 
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In  submitting  this  report  to  the  President,  the  members  of  the 
Committee  wish  to  thank,  again  this  year,  the  Deans  and  heads  of  offices 
whose  cooperation  in  providing  information,  answering  questions,  and 
discussing  sensitive  issues  candidly  has  been  so  essential  to  our  work. 
We  have  also  benefited  greatly  from  the  contributions  of  those  individuals 
who  have-met  regularly  with  us,  either  at  the  suggestion  of  the  Executive 
Committee  of  the  Council  or  as  stipulated  in  the  Charter  of  the  Council: 
Mr.  Henry  Bessire,  Vice-President  for  Development;  Dr.  Thomas  Davis, 
Assistant  to  the  Provost  for  Resource  Planning;  Mr.  Anthony  Maruca, 
Executive  Director  of  Administrative  and  Personnel  Services,  and 
Mr.  Carl  Schafer,  Director  of  the  Budget.    Dr.  Davis  and  Mr.  Schafer 
assumed  responsibility,  respectively,  for  forward  planning  and  for  the 
work  related  to  the  budget  year,  and  their  efforts  have  been  indispensable 
in  clarifying  the  real  issues  and  choices  before  us.    In  discharging  these  ^ 
responsibilities,  they  have  relied  heavily  on  the  Controller's  Office  and 
other  administrative  departments.    The  Committee  is  also  indebted  to 
Dr.  Richard  Spies,  especially  for  hia  assistance  with  the  analysis  of  dor- 
mitories and  food  services.    Finally,  the  Committee  wishes  to  express  its 
thanks  to  Mr.  James  Mnookin,  who  has  served  ably  as  Secretary  of  the  Com- 
mittee for  the  second  year  and  who  also  has  made  many  substantive  contri- 
butions to  our  work. 

;  Ahmet  S;  Cakmak 

;  ^  ^     Howard  Chatzinoff,  '74 

Michael  N.  Danielson 

(continued) 
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Thomas  M.  Dyer,  GS 

Frank  Ferrone,  GS 

Gerald  T.  Garvey 

Charles  L.  Howard,  '72 

Samuel  C.  Howell 

Deborah  Leff,  *73 

Richard  A. "^Lester 

Ricardo  A.  Mestres 

Albert  Rees 

Richard  Rorty 

Dennis  Thompson 

JohnH.  Wells,  '73 

William  G.  Bowen  (Chairman) 
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I.    THE  WORK  OF  THE  PRIORITIES  COMMITTEE 


In  order  to  provide  background  Information  for  new  members  of 
the  University  community  and  for  persons  unfamiliar  with  last  year's 
report,  we  thought  it  might  be  helpful  at  the  outset  to  restate  the  nature 
and  purposes  of  our  Committee. 

The  Priorities  Committee  is  one  of  seven  charter  committees  of 
the  Council  of  the  Princeton  University  Community.    Its  members  are 
nominated  by  the  Executive  Committee  of  the  Council  (chaired  by  the 
President)  and  approved  by  the  Council  as  a  whole.    As  stipulated  in  the 
Charter  of  the  Council,  the  Priorities  Committee  has  sixteen  regular  mem 
bers:  three  administrative  officers  serving  ex  officio  (the  Provost,  who  is 
the  chairman,  the  Dean  of  the  Faculty,  and  the  Financial  Vice-President 
and  Treasurer);  six  faculty  members  (including  at  least  one  from  each  of 
the  four  academic  divisions  of  the  University  and  at  least  one  non-tenure 
member);  f(rtir  xmdergraduate  students;  two  graduate  students;  and  one  rep- 
resentative of  other  groups  (the  administrative  staff  in  the  case  of  this 
year's  Committee).    In  addition,  the  Director  of  the  Budget,  the  Vice- 
President  for  Development,  the  Assistant  to  the  Provost  for  Resource 
Planning,  and  the  Executive  Director  of  Administrative  and  Personnel 
Services  meet  regularly  with  the  Committee.    The  Charter  also  provides 
that  the  President  shall  meet  with  the  Committee  as  often  as  his  schedule 
permits.  ' ^ 

The  first  and  most  basic  function  of  the  Priorities  Committee  is 
to  advise  the  President,  and  it  is  understood  by  all  members  that  the   ^  * 
Presid^ht  is  free  to  accept,  reject,  or  modify  the  recommendations  of  the 
Committee  before  subniitting  h  to  the  Board  of 

Trustees.  In  the  CQ^  President, 
the  members  of  the  Priorities  Gp^  unusual  opporttmily  to 

:  learn  a:  grea^  University  finM^  the  seconci  function  of  the 
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Committee  is  to  share  this  imderstanding  with  other  members  of  the  Uni- 
versity community.    This  process  of  communication  is  meant  to  work  in 
both  directions;  the  members  bring  back  to  the  Committee  the  special 
concerns  and  viewpoints  of  other  members  of  the  University  community 
while  at  the  same  time  helping  to  provide  others  with  the  broader  per- 
spective needed  to  imderstand  why  a  particular  course  of  action  is  being 
recommended. 

By  its  nature,  the  Priorities  Committee  is  an  on-going  body. 
Plans  and  commitments  have  to  extend  well  into  the  future,  and  the  ques- 
tions at  issue  are  so  numerous,  wide-raiiging,  and  complex  that  it  would 
be  impossible  in  any  event  to  conduct  anew  a  full-scale  examination  of  all 
elements  of  the  University's  budget  every  year.   The  need  for  continuity 
in  the  membership  of  the  Priorities  Committee  was  recognized  in  the 
Charter,  where  provision  was  made  for  staggered  terms  of  three  year's 
duration.  '  Because  of  leaves  of  absence-,  unanticipated  changes  in  personal 
plans,  and  so  on,  it  has  proved  to  be  even  more  difficult  to  achieve  a  rea- 
sonable degree  of  continui^  than  originally  envisioned.   This  year  eight 
of  the  sixteen  regular  members  had  served  previously  on  the  Committee, 
and  we  hope  that  at  least  this  degree  of  continuity  can  be  maintained. 

As  was  the  case  last  year,  we  began  work  in  September  by  dis- 
cussing  the  overall  financial  outlook  for  the  University  and  by  reviewing 
a  set  of  guidelines  subsequently  sent  to  the  heads  of  all  departments  by 
the  Provost  (reproduced  as  Appendix  B  of  this  report).   At  these  early 
meetings  we  also  agreed  on  the  procedures  to  be  followed  by  the  Commit- 
tee and  on  a  rough  agenda  of  topics  to  be  considered  throughout  the  fall. 

Our  schedule  of  regular  meetings,  at  which  substantive  issues 
were  discussed,  began  October  6  and  CO  and  then  semi- 

weekly  basis  through  the  middle  of  December.   All  told,  the  Committee 
has  met  sixteen  times  so  far  this  year  (includ      two  joint  meetings  with 
the  Policy  and  Budget  Subcomnaittee  of  the  Tru 
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The  specific  subjects  discussed  at  these  meetings      some  of  them  cov- 
ered at  more  than  one  meeting  —  included: 

(1)  the  future  of  the  theater  program,  including  McCarter  Theatre; 

(2)  faculty  and  staff  housing; 

(3)  faculty  manning  and  research; 

(4)  special  academic  programs; 

(5)  tuition  policy; 

(6)  undergraduate  student  aid; 

(7)  graduate  student  aid  and  related  questions; 
>  (8)  the  library; 

(9)  the  computer  center; 

(10)  dormitories  and  food  services; 

(11)  athletics; 

(12)  the  operation  and  maintenance  of  the  physical  plant; 

(13)  academic  administration  and  student  services 
(including  health  services); 

(14)  general  administration; 

(15)  faculty  and  staff  salary  pools, 

.J  ' 

In  addition,  the  Committee  received  a  series  of  estimates  of  the  overall 
budgetary  situation  as  revised  figures  became  available,  and  considerable 
time  has  been  spent  discussing  broad  questions  of  financial  policy  and 
planning  as  well  as  the  more  specific  subjects  listed  above, 

A  major  difference  in  the  work  of  the  Committee  this  year  as  com- 
pared with  last  year  is  that  this  September  we  were  able  to  start  with  the 
provisional  plan  developed  in  1970-71  and  approved  by  the  Board  of  Trustees 
last  spring.    Thus,  as  we  considered  each  major  area  of  the  budget  we  com- 
pared the  requests  submitted  by  department  heads  or  Deans  with  the  provi-. 
sional  plan  and  asked  ourselves  whether  modifications  were  necessary  in 
the  light  of  changed  circiunstances  or  new  informations  ^^^^  fo  important 
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instances  we  concluded  that  modifications  in  the  provisional  plan  were 
necessary  and  we  then  devoted  a  large  proportion  of  our  time  to  the  de- 
velopment of  revised  plans  for  these  areas.   This  was  especially  true  of 
graduate  student  support,  the  theater  program,  undergraduate  dormitories 
and  dining,  and  the  library. 

One  other  respect  in  which  the  work  of  the  Committee  this  year 
has  differed  from  last  year's  experience  relates  to  national  economic 
policy.   Since  August  1971,  when  President  Nixon  announced  "Phase  I"  of 
his  new  economic  program,  our  discussion  of  University  policy  has  been 
complicated  by  the  need  to  comply  with  an  evolving  —  and  sometimes  per- 
plexing —  set  of  governmental  regulations.    This  continues  to  be  true  under 
"Phase  II,  "  and  this  additional  source  of  uncertainty  means  that  all  of  the 
usual  caveats  concerning  margins  of  error  must  be  underscored.  Partic- 
ularly in  the  case  of  projections  beyond  1972-73,  it  is  difficult  to  know  how, 
and  to  what  degree.  University  planning  will  be  circumscribed  by  national 
economic  policies  yet  to  be  developed. 

In  addition  to  discussing  all  of  these  matters  among  ourselves,  a 

delegation  from  the  Priorities  Committee  met  twice  with  representatives 

of  the  newly  formed  Policy  and  Budget  Subcommittee  of  the  Committee  on 

Finance  of  the  Board  of  Trustees.    The  first  of  these  meetings  provided  an 

opportunity  for  a  wide-ranging  discussion  of  areas  of  particular  concern  to 

members  of  the  Priorities  Coinmittee  and  to  the  Trustees.    Topics  discussed 

ranged  from  graduate  student  ^«yport  to  the  implications  of  "Phase  II"  for 

salary  policies.   By  the  time  of^  second  meeting  we  knew  a  good  deal 

more  about  the  specific  recommendations  we  expected  to  present  to  the 

President  and  it  was  therefore'possible  to  exchange  views  on  rather  spe-  • 

cif ic  proposals  before  they  were  put  in  final  form.    This  was  very  helpful 

to  our  Committee  and,  we  hope,  to  the  Trustees  as  well.   Certainly  the 

best  interests  of  the  University  require  that  there  be  the  closest  possible 

coordination  and  cooperation  among  the  Priorities  Committee,  ^  t^^^  President, 
and  the  Trustees. 


''•:?f^Y^.Wv^V^?ilSlv^   ^  ^  ^  '  ■  '    _        _    ^      _  ^ 

It  remains  only  to  say  a  few  words  about  the  most  important  and 
least  tangible  aspects  of  the  work  of  the  Priorities  Committee      the  tone 
and  character  of  our  meetings  and  the  spirit  with  which  we  have  tried  to 
approach  our  task.    This  year,  as  in  previous  years,  we  have  had  unin- 
hibited and  frank  discussions  of  all  issues.    Quite  diverse  viewpoints 
have  been  expressed,  pointed  exchanges  have  occurred,  and  we  have  not 
hesitated  to  argue.   At  the  same  time,  our  meetings  have  been  character- 
ized by  a  remarkable  degree  of  mutual  respect  and  good  will.  Most 
important  of  all,  we  have  learned  from  each  other. 

The  recommendations  contained  in  this  report  represent  the 
results  of  our  combined  efforts  to  think  through  what  is  best  for  the 
University  as  a  whole.    There  has  been  very  little  special  pleading,  and 
there  have  been  no  instances  in  which  we  have  even  come  close  to  split- 
ting along  "constituency"  lines  --  administrators  versus  faculty  versus 
students.    Of  course,  it  woiild  be  surprising  —  perhaps,  indeed,  fright- 
ening --if  all  sixteen  of  us  felt  exactly  the  same  way  about  a  long  list 
of  complex  questions,  and  this  year,  as  in  the  past,  there  has  not  been 
complete  agreement  on  each  and  every  particular.    In  fact,  however,^  the 
differences  among  us  have  been  remarkably  few  and  then  very  narrowly 
defined.    The  reconmiendations  presented  here  reflect  a  strong  degree  of 
consensus  among  all  members  of  the  Committee.    We  hope  that  they  will 
have  the  general  support  of  all  elements  of  the  University  community. 


IL    THE  UNIVERSITY'S  OVERALL  FINANCIAL 
SITUATION:  ASSESSMENT,  RECOMMENDATIONS, 
AND  PROSPECTS 

In  this  section  we  shall  first  review  the  outlook  for  the  current 
year,  then  present  our  recommendations  for  1972-73  (FY  73),  and  end 
by  discussing  our  revised  projections  through  FY  76  and  their  broad 
implications  for  the  educational  program  of  the  University. 

FY  72:  The  Outlook  Now  as  Contrasted 
with  the  Outlook  One  Year  Ago 

At  the  time  that^ast  year's  report  of  the  Priorities  Committee 
was  prepared,  the  University  expected  a  deficit  of  $2.  5  million  for  FY  71. 
The  recommendations  then  miade  by  the  Priorities  Committee,  and  subse- 
quently endorsed  by  the  President  and  approved  by  the  Board  of  Trustees, 
--^imp]Lied  a  deficit  of  $1.  2  million  in  ^^F^^ 

As  our  Committee  began  its  work  this  fall,  we  were  encouraged  to 
learn  that  the  final  results  for  FY  71  were  appreciably  better  than  had  been 
expected;  the  actual  deficit  was  $1. 5  million  rather  than  $2. 5  million.  We 
shall  not  take  time  here  to  relate  again  in  detail  the  reasons  for  this  swing 
since  they  are  discussed  in  the  statement  of  guidelines  released  last  fall 
which  is  appended  to  this  report.   Suffice  it  to  say  that  three  factors  com- 
bined to  bring  about  this  result:  (1)  sponsored  research  support  held  up 
better  than  anticipated;  (2)  Armual  Giving  did  very  well,  raising  nearly 
$3.4  million  rather  than  the ^  $^^  been  used  as  a  plan- 

ning figure;  and  (3)  most  important  of  all,  the  substantial  prog         of  cost 
reduction  recommended  by  the  Priorities  Committee  for  1971-72  began  to 
take  effect  right  away,  in  FY  71,  as  vacancies  we^^  left  unfilled  and  ser- 
vices were  curtailed. 
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This  dramatic  improvement  in  the  results  for  FY  71  of  course  led 
to  revised  estimates  for  FY  72  as  well.   In  fact,  the  figures  for  FY  72 
have  been  revised  several  times  this  year  and  will  be  revised  still  more 
as  the  results  for  the  first  part  of  the  year  come  to  be  known.   The  most 
recent  estimates  suggest  a  defi'cit  for  the  current  year  of  just  over  $500,  000 
after  taking  account  of  the  various  effects  of  Phase  II  of  President  Nixon's 
economic  program,  as  these  are  now  understood. 

The  current  outlook,  as  contrasted  with  our  estimates  of  a  year 
ago,  is  shown  graphically  in  Figure  1.   It  must  be  emphasized  that  the 
figures  for  FY  72  are  stQl  provisional.   They  are  based  on  updates  of  bud- 
geted figures,  not  on  actual  experience  thus  far  this  year.   In  a  budget  of 
over  $70  million,  a  net  change  of  just  1  percentage  point  in  the  balance 
between  expenditures  and  income  produces  a  swing  in  the  deficit  of  more 
than  $700,  000  --an  amount  large  enough,  if  applied  to  our  current  fore- 
cast for  FY  72,  to  result  in  a  final  figure  for  the  year  of  anywhere  from  a 
surplus  of  $200,  000  to  a  deficit  as  large  as  the  original  estimate  of  $1. 2 
million. 

In  any  event,  what  is  most  relevant  from  the  standpoint  of  Univer- 
sity policy  is  not  so  much  the  multitude  of  factors,  some  fortuitous,  which 
cause  changes  in  successive  estimates  for  any  one  year,  but  the  under- 
lying events  and  policy  decisions  that  lead  to  major  changes  from  one  year 
to  the  next.    Thus,  what  deserves  emphasis  is  the  fact  that  our  current 
"best  guess"  for  FY  72,  a  deficit  of  about  $500,  000,  represents  an  im- 
provement of  $1  million  over  the  final  results  for  FY  71. 
/        The  principal  reasons  for  this  improvement  are: 

(1)  Increased  undergraduate  enrollment  without  a  proportion- 
ate increase  in  either  faculty  or  administrative  staff; 

(2)  Increased  charges  for  tuition,  room  and  board,  and  faculty 
and  staff  housing  to  the  extent  permitted  under  Phase  I  and  Phase  II; 


FIGURE  1 

Princeton  University  Operating  Budget 
Total  Expenditures  and  Total  Income 
Surpluses  and  Deficits 
FY  68  -  FY  72 
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(3)  Most  significemt  of  all,  the  extent  to  which  the  University 
has  held  the  line  on  increases  in  expenditures  in  almost  every  area  of  ac- 
tivity.  In  many  cases  there  have  been  reductions  in  the  "base  level''  of 
activity  (principally  in  planning^  plant,  and  propex*ties;  in  dormitories  and 
food  services;  in  selected  administrative  areas;  and  in  some  academic  and 
athletic  programs). 

Recommendations  for  FY  73 

It  is  against  this  background  that  our  Committee  has  worked  on 
budget  recommendations  for  FY  73.   We  recognized  that  we  could  con- 
tinue to  make  progress  toward  our  goal  of  an  approximately  balanced 
budget  for  FY  74  only  by  applying  once  again  an  extremely  rigorous  stan- 
dard in  evaluating  departmental  requests. 

A  further  background  factor  which  has  contributed  in  no  small 
measure  to  the  need  for  an  austere  approa<;h  is  the  fact  that  the  rate  of 
return  on  our  invested  endowment  funds  is  not  expected  to  increase  for 
FY  73.  (The  endowment  earnings  to  be  spent  next  year  are  accruing  in 
the  year  ending  in  May  1972,  and  on  the  basis  of  the  trend  to  date  there 
seems  no  basis  for  predicting  an  increase  in  income  per  unit  of  endow- 
ment.—  We  do  expect,  however,  some  increase  in  income  as  a  result 
of  a  larger  total  endowment. ) 

In  any  event,  we  have  found  it  necessary  to  recommend  reductions 
of  some  three-quarters  of  a  million  dollars  in  the  initial  requests  received 
fram  academic  and  non-academic  departments,  mainly  in  reliance  upon 
detailed  studies  by  the  deans  and  other  senior  administrative  officers.  To 
be  sure,  most  of  these  reductions  occurred  in  those  situations  in  which  the 
amounts  requested  were  in  excess  of  the  guidelines  provided  (see  Appen- 
dix B).   Nevertheless  there  were  good  reasons  for  almost  all  of  the  requests, 
and  it  was  not  easy  to  recommend  smaller  amounts. 


—    In  the  six  months  ending  November  30,  1971,  per  unit  income 
received  actually  fell  short  of  the  comparable  year-ago  total  by  nearly  4%. 
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In  proposing  these  reductions      and  in  making  all  of  the  recom- 
mendations detailed  in  the  balance  of  this  report  —  the  committee  has 
tried  to  continue  to  follow  certain  guiding  principles.    These  precepts  are 
the  same  as  those  enunciated  a  year  ago,  although  the  emphasis  placed  on 
one  or  another  of  them  has  varied  from  area  to  area« 

We  remain  determined,  first  of  all,  to  maintain  the  quality  of 
Princeton  as  a  University  committed  to  providing  excellent  educational 
programs  at  both  undergraduate  and  graduate  levels  in  carefully  selected 
fields*   This  implies  a  need,  as  we  said  in  last  year's  report,  to  pay  par- 
ticular attention  to  certain  central  elements  of  the  University: 

•  An  excellent  faculty  which  includes  outstanding 
assistant  professors  as  well  as  established  scholars; 

•  Undergraduate  and  graduate  student  bodies  which 
reflect  excellence  and  diversity  measured  along  many 
dimensions; 

•  An  excellent  library  which  is  devoted  not  simply  to 
collecting  books  and  other  materials  but  also  to  mak- 
ing them  accessible; 

•  The  basic  tools  of  instruction  and  research,  includ- 
ing a  high  quality  computing  facility; 

•  Residential  and  dining  arrangements  which  contribute 
to  the  educational  purposes  of  the  University; 

•  A  full  range  of  opportunities  to  participate  in  athletics 
and  other  extracurricular  activities; 

•  Effective  administrative  an<i  supporting  services  of 
all  kinds,  including  an  organization  capable  of  find- 
ing and  managing  the  financial  resources  on  which 
all  other  activities  depend. 

Second,  we  believe  that  the  proper  response  to  fiscal  austerity  is, 
if  need  be,  to  do  a  smaller  nxmiber  of  things  very  weU,  rather  than  accept 
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general,  across-the-board  reduction  in  the  quality  of  our  programs. 
Several  reductions  in  the  University's  base  of  operations  were  proposed 
in  last  year's  report  and  subsequently  approved,  and  more  have  occurred 
on  a  highly  selective  basis      since  that  time. 

Third,  we  continue  to  believe  that  special  attention  must  be  paid 
to  considerations  of  equity  and  fairness  to  individuals  in  adjusting  to 
straitened  circumstances.   This  principle  has  had  a  strong  influence  upon 
our  recommendations  for  student  aid  and  housing  rentals,  for  example,  as 
well  as  on  our  recommendations  regarding  salary  policies. 

Fourth,  we  huve  tried  to  be  particularly  carefx'-l  not  to  make  rec- 
ommendations whose  effect  would  be  to  force  upon  the  University,  at  some 
future  time,  commitments  greater  than  are  sustainable  under  present  and 
foreseeable  circumstances.    This  "falling-off-the-cliff*'  principle  has  had 
to  weigh  heavily  in  our  consideration  of  student  aid  problems  particularly 
at  the  graduate  level      and  in  our  thinking  about  the  future  of  the  Computer 
Center. 

Finally,  our  last  principle  is  simply  concern  for  the  future  health 
of  the  University  as  a  whole.    This  precept  may  be  considered  to  subsume 
elements  of  the  other  principles  as  well,  but  it  has  served  particularly  to 
warn  us  against  recommending  false  economies,  such  as  deferring  needed 
maintenance  of  buildings  or  failing  to  allocate  sufficient  resources  to  fund- 
raising  activities. 

The  ways  in  which  we  have  attempted  to  apply  these  principles  to 
the  multiplicity  of  University  activities  and  needs  are  indicated  in  the  next 
section  of  this  report  where  each  of  our  major  recommendations  is  dis- 
cussed.  A  very  brief  svimmary  of  these  recommendations  is  included  here 
in  the  interests  of  providing  something  of  an  overall  view  of  the  FY  73 
budget  as  we  now  see  it. 
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CXir  first  set  of  recommendations  consists  of  five  important 
modifications  to  the  provisional  plan  adopted  a  year  ago: 

(1)  We  recommend  augmenting  considerably  our  support  of 
graduate  education  from  University  funds,  in  partial  substitution  for  out- 
side funds  which  are  expected  to  continue  to  decline  precipitously. 

(2)  We  recommend  providing  for  a  somewhat  more  rapid  build- 
up in  general  funds  support  for  the  Library  than  was  approved  last  year,  in 
recognition  of  the  rising  cost  of  books  and  periodicals, 

(3)  We  recommend  planning  on  the  return  of  a  resident  reper- 
tory company  to  McCarter  Theatre  next  year      following  a  one-year 
absence      with  the  hope  of  at  least  partial  support  from  new  sources  of 
outside  income. 

(4)  We  recommend  that  the  undergraduate  room  charge  be 
increased  $15,  rather  than  the  $100  combined  increase  in  room  and  board 
fees  suggested  in  last  year's  report.   This  increase  is  related  to  the  costs 
of  adopting  a  limited  and  experimental  approach  to  the  release  of  some 
sophomores  from  University  meal  contracts,  as  proposed  by  the  Com- 
mittee on  Undergraduate  Life. 

(5)  We  should  expect  to  increase  rentals  on  faculty,  staff,  and 
married  graduate  student  housing  by  about  5%  rather  than  by  10%  as  recom- 
mended in  last  year's  report,  as  a  consequence  of  government  regulations. 
Continued  progress  should  be  made  toward  the  goal  of  equalizing  the  rentals 
for  comparable  faculty  and  staff  dwelling  units  and  toward  the  redviction  of 
operating  deficits,  as  government  policy  allows. 

The  remainder  of  our  recommendations  serve  to  reaffirm  policies 
adopted  last  year: 

(1)  We  recommend  that  tuition  be  increased  by  $250  at  both  the 
undergraduate  and  graduate  levels,  in  accord  with  the  provisional  plan 
adopted  last  year. 
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{?)  We  recommend  that  the  size  of  the  faculty  be  allowed  to 
rise  modestly  from  present  actual  manning  levels,  although  not  from  the 
authorized  strength  recommended  last  year. 

(3)  We  recommend  that  sufficient  additional  undergraduate?, 
student  aid  funds  be  provided  to  continue  the  financial  aid  policies  followed 
in  recent  years,  with  continuing  emphasis  on  both  self-help  through  loans 
and  jobs  and  on  scholarship  assistance.    No  cutback  in  the  proportion  of 
students  receiving  scholarship  aid  is  envisioned. 

(4)  We  recommend  sustaining  our  support  for  the  Computer 
Center  at  about  the  present  level;  however,  we  should  begin  now  to  plan 

for  appropriate  response  to  the  impending  termination  of  one  of  the  Center's 
major  outside  sources  of  income. 

(5)  We  recommend  providing  for  a  modest  increase  in  the 
Athletics  budget  in  response  to  the  strong  interest  in  these  programs  on 
the  part  of  women  students;  in  all  other  respects  last  year's  provisional 
plan  for  Athletics  should  continue  to  be  followed. 

(6)  We  recommend  that  provision  be  made  for  modest  improve- 
ments in  certain  student  services,  particularly  in  student  health  insurance 
coverage  and  the  Counseling  Service.    However,  in  general,  a  tight  rein 
should  continue  to  be  held  on  all  supporting  services,  except  to  the  extent 
that  increases  may  be  mandated  by  new  legal  requirements  (such  as  the 
newly-enacted  occupational  safety  law)  or  required  by  organizational 
changes  or  other  compelling  circumstances. 

(7)  Finally,  we  recommend  that  larger  provision  be  made 
for  wage  and  salary  increases  --  beginning  with  an  overall  pool  of  5  1/2% 
as  permitted  by  Phase  II  --  after  the  extremely  austere  policy  followed 
last  year  in  this  area,  especially  at  the  higher  salary  levels. 


-  289  - 


Projections  Through  FY  76 

All  of  the  uncertainties  of  the  future  discussed  earlier      the  rate 
of  return  on  our  invested  endowment  funds,  the  nature  of  government  pro- 
grams (the  level  of  appropriations  as  well  as  the  extent  of  controls),  and 
so  on      apply  with  even  greater  force  to  the  years  beyond  FY  73 •    But  we 
continue  to  believe  that  it  is  nonetheless  absolutely  essential  to  look  beyond 
the  immediate  consequences  of  our  recommendations.    For  one  thing,  some 
problems  (the  termination  of  a  large  term  grant  for  graduate  student 
support,  to  cite  a  major  example)  can  be  dealt  with  effectively  only  by 
taking  appropriate  action  before,  not  after,  the  crisis  is  upon  us.  For 
another  thing,  a  perspective  of  several  years  is  needed  to  judge  whether 
a  budget  deficit  for  a  particular  year  can  be  accepted. 

Thus,  the  Committee  has  updated  the  provisional  plan  of  a. year 
ago,  and  has  extended  it  two  more  years  into  the  future,  through  FY  76. 
The  plan  is  summarized  in  Table  1,  depicted  graphically  in  Figure  2,  and 
the  principal  assimiptions  underlying  it  are  shown  in  Table  2. 
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Table  1 
Provisional  Plan 
Operating  Budgets 
FY  73  through  FY  76 
($  thousands) 


FY  73        FY  74        FY  75       FY  76 


Income 
Expenditures 


79, 584 
80,079 
(495) 


83,691 
83,689 
2 


87,416 
87,428 
(12) 


90,  901 
90,  947 
(46) 


Surplus  (deficit) 
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Table  2 

Principal  Assumptions  Underlying  Provisional  Plan 
for  FY  74,  FY  75,  and  FY  76 

Income 

1  •  Endowment 

a.  $5  million  per  year  increase  in  principal. 

b.  6%  increase  in  income  per  unit  per  year,  as  traditionally  defined. 

c.  About  $350,  000  in  capital  gains  utilized  per  year,  in  accordance 

with  the  new  total  return  concept—expected  to  begin  in  FY  74. 

2.  Tuition 

a.  Undergraduate  enrollment  increases  about  100  students  per  year 

through  FY  75  and  decreases  slightly  in  FY  76. 

b.  Graduate  enrollment  drops  from  about  1370  in  FY  73  to  about 

1300  the  remaining  three  years. 

c.  Tuition  increases  $250  per  year  in  FY  73  and  FY  74,  and  $200 

per  year  the  last  two  years. 

3.  Contracts  and  Grants  for  Sponsored  Projects 

Increase  from  2%  to  5%  per  year. 

4.  Annual  Giving 

Increases  by  $200, 000  per  year. 

5.  Other  Gifts  and  Grants 

Current  major  term  grants  that  end  will  be  replaced  at  a  25%  level. 
(Note,  in  particular,  that  the  Ford  .Fellowship  grant  ends  in  FY  73. ) 

6.  Auxiliary  Activities 

a.  5%  increase  per  year  in  rents  plus  equalization  for  Faculty  and 

Staff  Housing. 

b.  5%  increase  per  year  in  Married  Student  Housing. 

c.  A  $15  increase  in  the  undergraduate  room  charge  for  FY  73  with  • 

likely  increases  in  room  and  board  combined  of  $50,  $70,  and 
$80  respectively  for  the  following  three  years. 

d.  Graduate  College  charges  increase  slightly  less  than  7%  per  year. 

7.  The  Computer  Center  loses  the  Geophysical  Fluid  Dynamics  Laboratory 

support  of  about  $600,  000  per  year  at  the  end  of  FY  73.  Income 
from  the  other  service  departments  increases  by  5%  per  year. 

8.  Other  (mainly  income  on  current  funds) 

6%  increase  per  year  pltjs  about  $100,  000  in  capital  gains  per  year. 


This  concept  treats  as  income  not  only  dividends  and  interest  received, 
but  also  a  prudent  portion  of  capital  gains. 
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Table  2  (continued) 


Expenses 


1.       Instructional  Budget 

a.  The  number  of  faculty  on  general  ftinds  increases  at  approxi- 
mately 2%  per  year  through  FY  75  and  remains  constant 
in  FY  76, 


2.  Other  Expenses  of  Academic  Departments  and 
Special  Academic  Programs 

a.  Sponsored  research  expense  increases  from  2%  to  5%  per  year. 

b.  The  number  of  other  personnel  remains  constant  at  FY  73  level. 

c.  Operating  expenses  increase  3%  per  year. 

3.  Graduate  Fellowships 


a.  Outside  fellowship  support  decreases  as  shown  in  Figure  3 

in  the  text. 

b.  University  support  increases  by  18%  in  FY  73,  40%  in  FY  74, 

and  about  8%  in  each  of  the  following  two  years.    These  per- 
centages are  somewhat  higher  than  the  percentage  figures 
cited  in  the  discussion  of  graduate  education  in  Section  III 
of  the  report  because  the  latter  figures  include  costs  other 
than  fellowships  (teaching  assistants,  housing  and  dining 
deficits,  and  the  like),  which  increase  less  rapidly. 


Increases  as  tuition  and  room  and  board  charges  increase  in 
order  to  maintain  the  current  percentage  of  students  on  aid. 
Self-help  expectations  are  as  follows: 

a.    Loan  expectation  increases  $100  per  year. 
.   b.    Income  from  employment  during  the  academic  year 
increases  6%  per  year, 
c.   Summer  earnings  and  family  contribution  each  increase 


5.  Library 

a.  Funds  for  acquisitions  increase  by  7  1/2%  per  year  for  FY  73 

and  FY  74  and  then  by  10  1/2%  the  last  two  years. 

b.  The  number  of  personnel  increases  approximately  2%  in  FY  73 

and  FY  74  and  3%  the  last  two  years. 

c.  Operating  expenses  increase  at  about  3%  per  year. 

6.  Computer  Center,  Security,  and  Other 


a.  The  number  of  personnel  remains  constant  at  the  FY  73  level. 

b.  Operating  expenses  increase  3%  per  year. 


b.  Assistants  in  Instruction  increase  at  about  3%  per  year. 


4. 


Undergraduate  Student  Aid 


5%  per  year. 


Table  2  (continued) 
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7.  Academic  and  General  Administration 

a,  A  small  increase  in  the  number  of  positions  (about  1  1/2%  in 

FY  74  and  FY  75;  no  increase  in  FY  76). 

b.  Operating  expenses  increase  3%  per  year. 

8.  Planning,  Plant,  and  Properties 

Plan  recommended  by  the  Priorities  Committee;  increases  in 
uncontrollable  costs  are  offset  in  part  by  reductions  in 
personnel  and  other  expenses. 

9.  Athletics 

a.  The  number  of  personnel  remains  roughly  constant. 

b.  Operating  expenses  increase  3%  per  year. 

10,  Dormitory  and  Food  Services 

Increase  by  2%  to  3%  per  year. 

11.  Salary  increases  for  all  continuing  personnel 

5  1/2%  increase  per  year  in  total  salary  pool.    The  distribution 
will  depend  on  considerations  of  merit,  equity,  and  market 
conditions. 


2§8  v. 
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It  is  evident,  of  course,  that  many  other  sets  of  assumptions  could 
have  been  employed,  with  marked  effect?  on  the  results  in  either  direction. 
One  of  our  continuing  objectives  is  to  seek  to  refine  the  forward  planning 
for  various  elements  of  the  University  so  as  to  reduce  to  a  minimum  the 
need  to  employ  simple  extrapolations.    Some  idea  of  the  sensitivity  of  these 
projections  to  changes  of  assumptions  may  be  seen  from  three  simple 
examples : 

--If  major  expiring  term  grants  were  to  be  replaced  at  the 
50%  rather  than  the  25%  level,  the  projected  deficit  of  $46,  000  in  FY  76 
would  turn  into  a  surplus  of  nearly  $300,  000. 

--If  inflationary  cost  increases  were  to  require  an  increase 
of  4%  rather  than  3%  in  operating  expenses  each  year,  the  FY  76  deficit  of 
$46,  000  would  become  a  much  larger  deficit  of  about  $500,  000. 

—  If  endowment  income,  as  traditionally  defined,  were  to  in- 
crease only  4%  per  year,  rather  than  6%,  all  other  things  equal,  there 
would  be  a  deficit  of  over  $900,  000  in  FY  76. 

In  addition  to  these  usual  kinds  of  uncertainties,  which  will  always 
subject  the  deficit  to  an  uncertain  marlgin  of  error,  there  are  two  other 
imponderables  which  have  an  important  bearing  on  future  budgets. 

First,  the  Bressler  Commission  on  the  Future  of  the  College  has 
before  it  a  number  of  far-reaching  proposals  which  have  important  educa- 
tional and  financial  implications. 

Secondly,  there  continue  to  be  major  uncertainties  concerning  the 
future  financing  of  higher  education  generally  throughout  the  United  States. 
In  particular,  it  is  always  very  difficult  to  forecast  the  actions  of  Congress 
and  the  state  legislature. 

For  all  of  these  reasons,  the  importance  of  the  shaded  area  around 
the  surplus -deficit  line  on  Figure  2,  indicating  the  presence  of  uncertainty, 
needs  to  be  stressed:  a  mi  swing  of  1%  in  the  operating  budget  could  occur 
easily. 
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The  Need  for  Additional  Support 

As  we  look  at  these  projections  through  FY  76,  it  is  not  only  the 
uncertainty  surrounding  them  that  deserves  emphasis.   The  assumptions 
underlying  these  projections  imply  a  continuation  of  severe  restrictions 
on  the  budgets  of  all  academic  and  other  departments  •   No  one  should  think 
that  because  we  have  projected  an  approximately  balanced  budget  in  FY  74, 
FY  75,  and  FY  76  we  have  thereby  ''solved"  the  University's  financial 
problem. 

As  we  have  said  in  our  two  previous  reports,  Princeton  remains 
very  much  a  place  in  which  faculty  study,  write,  and  work  directly  with 
both  undergraduate   and  graduate  students.   In  such  a  setting,  cost  per 
student  is  bound  to  rise  over  the  long  run,  as  salaries  go  up,  even  though 
the  rate  of  increase  may  be  slowed  for  short  periods  by  vigorous  economy 
drives  and  for  the  long  period  by  some  modest  growth  in  enrollment. 
Moreover,  while  we  believe  that  the  University  can  maintain  itself  over 
a  relatively  short  period  on  a  largely  standstill  basis,  with  regard  to  both 
the  development  of  new  fields  and  the  strengthening  of  established  areas, 
the  momentum,  the  tone,  and  quality  of  the  University      all  these  would 
be  threatened  by  a  prolonged  moratorium  on  new  developments. 

Accordingly,  all  members  of  the  Priorities  Committee  believe 
that  there  must  be  no  slackening  in  the  effort  to  find  more  resources  for 
Princeton.    Over  the  long  run,  it  is  only  by  finding  more  funds  that  it  will 
be  possible  for  us  to  meet  our  many  obligations:  to  students,  to  scholar- 
ship, and  to  the  larger  society.  We  know  that  this  conviction  is  shared 
fully  by  the  Board  of  Trustees,  and  those  of  us  in  the  resident  University 
community  must  do  all  that  we  can  to  help  with  the  essential  task  of  enlist- 
ing support  for  Princeton  and,  indeed,  for  all  of  higher  education. 
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III.    RECOMMENDATIONS  FOR  SPECIFIC  AREAS 

Our  recommendations  for  specific  areas  are  divided  into  two 
main  categories.    First,  we  discuss  five  areas  in  which  our  provisional 
plans  have  changed  significantly  since  our  report  of  a  year  ago,  either 
because  the  Committee  now  recommends  that  a  new  or  modified  policy 
be  followed,  or  simply  because  altered  circumstances  now  seem  to  re- 
quire us  to  take  a  somewhat  different  approach.   Secondly,  we  discuss 
more  briefly  some  other  major  components  of  the  budget  for  which 
present  plans  are  essentially  unchanged  from  those  adopted  a  year  ago. 

A.    B/Cajor  Alterations  to  the  Provisional  Plan 

1.   Support  of  Graduate  Education.  --  Those  familiar  with 
this  Committee's  reports  of  the  last  two  years  will  remember  that  they 
described  a  series  of  major  changes  in  Princeton's  graduate  program  -  - 
changes  similar  to  those  that  have  occurred  at  almost  all  major  univer- 
sities in  response  to  common  problems.    First,  the  earlier  plan  to  in- 
crease graduate  enrollment  at  Princeton,  ultimately  to  a  level  of  1,  700, 
had  to  be  abandoned;  instead,  the  size  of  the  Graduate  School  was  reduced 
to  about  1,  400  students.   In  addition,  a  "means  test"  was  instituted  at 
the  graduate  level,  and  entering  students  were  no  longer  promised  four 
years  of  support;  instead,  a  policy  of  increased  reliance  on  self-help  with 
more  widespread  use  of  student  loans  and  employment  was  instituted. 

Even  with  the  adoption  of  stringent  measures  such  as  these,  it  has 
been  found  necessary  to  increase  sharply  the  appropriation  of  University 
funds  for  the  graduate  program.   Increased  use  of  general  funds  for  the 
support  of  graduate  students  was  one  of  the  top  priorities  reflected  in  the 
recommendations  made  last  year  by  our  Committee.   Looking  to  the 
future,  our  provisional  plan  assumed  a  compounded  annual  increase  of 
7%  in  the  Graduate  School's  use  of  endowed  and  general  funds  combined. 
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Indeed,  the  call  upon  general  funds  alone  was  expected  to  increase  even 
more  rapidly      on  the  order  of  10%  per  year. 

One  need  not  look  far  to  find  the  reason  why  such  steps  have  been 
necessary.    The  problem,  simply  stated,  is  this:  outside  support  for 
graduate  education  has  fallen  off  dramatically,  and  at  the  very  time  when 
the  overall  financial  squeeze  confronting  higher  education  has  made  it 
most  difficult  to  commit  large  amounts  of  the  University's  ovm  resources 
to  filling  the  gap. 

The  decline  in  outside  support  is  a  national  problem.    In  Prince- 
ton's own  case  the  numbers  speak  for  themselves  (see  Figure  3).  This 
figure  shows  the  extraordinary  reduction      actual  and  forecast  --  in 
virtually  all  sources  of  outside  support.   A  large  part  of  this  cutback  has 
occurred  in  the  various  U,  S,  government  fellowship  programs.    But  the 
dilemma  portrayed  most  starkly  in  the  figure  is  posed  by  the  end  of  a 
seven-year  term  grant  from  the  Ford  Foundation  in  FY  73  on  top  of  the 
precipitous  decline  in  other  outside  support,  largely  governmental.  Put 
in  financial  terms,  the  Ford  grant  provides  nearly  three-quarters  of  a 
million  dollars  in  FY  73,  and  nothing  thereafter. 

The  reasons  for  the  striking  contraction  of  support  are  many  and 
have  been  discussed  in  other  contexts.    For  example,  the  widely  publi- 
cized shortage  of  jobs  for  graduatof  in  some  fields  has  reduced  the  prior- 
ity accorded  graduate  education,  especially  by  the  federal  government. 

In  attempting  to  cope  with  this  situation,  and  to  apply  the  general 
principles  discussed  in  the  last  section  to  this  exceedingly  perplexing 
problem,  the  Committee  has  had  three  interrelated  goals  in  mind: 

(1)  Princeton,  we  feel,  must  continue  to  have  an  out- 
standing Graduate  School.   This  is  at\  extremely  important  objective, 
first,  because  this  University  continues  to  be  in  a  particularly  strong 
position  to  contribute  to  the  long-run  national  need  for  well  educated 
scholars  and  teachers.   The  most  recent  survey  of  the  American  Council 
on  Education  has  demonstrated  once  again  the  extraordinary  standing  -- 
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FIGURE  3 
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and  importance      of  graduate  programs  in  all  divisions  of  the  University. 
Secondly,  a  strong  graduate  program  is  indispensable  in  order  to  attract 
and  hold  a  faculty  of  first  rank.    Finally,  the  quality  of  the  graduate  pro- 
gram in  turn  makes  both  direct  and  indirect  contributions  to  the  excel- 
lence of  the  undergraduate  college  which  would  be  hard  to  overestimate. 

(2)  To  achieve  this  goal  of  continued  excellence  requires 
that  the  Graduate  School  be  of  some  minimum  size.   The  dynamics  of 
graduate  education  are  such  that  below  some  critical  level,  there  are  so 
few  students  in  each  department  that  a  viable  program  is  just  not  possible. 
Seminars  can  be  too  small  as  well  as  too  large  from  a  strictly  educational 
standpoint.   Also,  it  is  no  exaggeration  to  state  that  students  at  the 
graduate  level  often  learn  as  much  from  each  other  as  they  do  from  their 
professors.   Thus,  sustaining  a  "critical  mass"  is  imperative  for  reasons 
of  educational  quality  as  well  as  for  more  mundane  reasons  having  to  do 
with  the  effective  use  of  the  very  scarce  talents  and  very  costly  resources 

i 

required  for  graduate  education. 

(3)  Princeton  must  continue  to  be  able  to  attract  out- 
standing graduate  students.   Thus,  we  must  not  fall  behind  other  univer- 
sities in  providing  fellowships  and  other  financial  assistance.  Moreover, 
we  must  recognize  the  limits  on  the  financial  sacrifices  that  we  can  expect 
of  graduate  students  and  their  families. 

The  Dean  of  the  Graduate  School  and  his  staff  have  worked  closely 
with  the  Provost  in  developing  a  variety  of  possible  responses  to  the  finan- 
cial problems  of  the  next  four  years.   There  are  many  possible  tradeoffs 
between  the  total  size  of  the  school,  the  amounts  and  distributions  of 
various  types  of  support  for  individual  students^  the  level  of  general  and 
endowed  funds  provided,  and  support  provided  to  underwrite  housing  and 
dining  operations  related  to  the  needs  of  graduate  students.   These  alter- 
natives have  been  discussed  at  great  length  by  the  Committee  (indeed, 
more  time  was  devoted  to  this  subject  than  to  any  other).    Clearly,  the 
plan  finally  recommended  by  the  Committee,  as  summarized  below,  does 
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not  represent  the  only  possible  combination  of  all  these  elements.  But 
we  believe  it  strikes  a  reasonable  balance  among  them,  is  consistent  with 
our  recommendations  in  other  areas,  and  offers  hope  of  achieving  our 
basic  educational  goals. 

In  brief,  the  Committee  recommends  the  total  Graduate  School 
size  and  pattern  of  student  support  indicated  in  the  following  table: 


Table  3 

Recommended  Pattern  of  Graduate  Student  Support 
(number  of  students)  J: 

FY  72     FY  73     FY  74      FY  75     FY  76 

1.  Teaching  and  research 
assistants,  assistant 
masters,  and  holders  of 
fellowships  funded  from 
outside  funds  1,  076 

2.  University  fellowships 
providing  at  least  full 
tuition  ("A"  through  "D" 
fellowships  269 

3.  New  "E"  fellowship 
supplying  one -half 
tuition—'  — 

4.  Total  supported  1,  345 

5.  Not  supported  50 


6.   Grand  Total  1,395 


937 

267 

 90 

1  294 

 79 

1,373 


747 

378 

123 
1*  24S 

 61 

1,309 


687 

148 
1,238 

 60 

1,  298 


677 

412 

164 
1,  253 

 62 

1.315 


-    In  Princeton  parlance,  the  various  categories  of  fellowsliips 
have  the  follorda^  meanings:  "A"  fellowship  (from  special  funds  only): 
$2,  200  plus  tuition;  "B"  fellowship:  $1,  800  plus  tuition;  "C"  fellow- 
ship: $900  plus  a  $900  loan  and  tuition;  "D"  fellowship:  an  $1,  800  loan 
plus  tuition;  "E"  fellowship:  an  $1,  800  loan  plus  one -half  tuition. 
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These  figures  are  based  on  a  detailed  analysis  and  set  of  proposals 
prepared  by  Dean  Lemonick.    Needless  to  say,  the  numbers  shown  should 
be  regarded  only  as  approximations.    Also,  some  detail  is  masked  for 
example,  the  proportions  of  the  various  types  of  fellowships  ("A"  through 
"D")  will  no  doubt  vary  somewhat  from  year  to  year.    Nevertheless,  we 
believe  that  this  table  depicts  a  coherent  plan,  which  has  the  following 
important  features: 

(1)  Size  is  at  or  above  the  "critical  mass"  in  the  judgment 
of  the  Dean  of  the  Graduate  School.    Based  on  detailed  discussions  with 
every  department,  the  Dean  has  concluded  that  this  threshold  is  reached 
at  about  the  level  of  1,  300  students. 

(2)  The  number  of  students  shown  as  "not  supported"  on 
line  5  of  the  table  seems  attainable.    The  Committee  has  been  particularly 
sensitive  to  the  danger  of  being  too  optimistic  in  this  respect,  since  the 
proportion  of  admitted  students  who  actually  come  to  Princeton  may  be 
expected  to  be  much  lower  in  this  group  than  among  those  offered  some 
form  of  assistance.   Needless  to  say,  we  would  welcome  more  than  the 
numbers  of  "not  supported"  students  shown  if  additional  qualified  candi- 
dates are  willing  and  able  to  come. 

(3)  Based  on  admittedly  fragmentary  data,  we  are  never- 
theless fairly  confident  that  the  other  major  universities      and  partic- 
ularly the  other  private  universities  —  will  be  in  approximately  the  same 
situation  as  a  result  of  their  own  severe  financial  problems.    We  expect 
that  Princeton  will  at  least  maintain  its  competitive  position  if  these 
recommendations  are  adopted. 

(4)  The  inclusion  of  a  new  one -half  tuition  fellowship  and 
loan  (the  so-called  "E"  fellowship)  in  the  plan  is  frankly  experimental. 
Experience  will  demonstrate  whether  it  should  have  a  permanent  place  in 
our  scheme  of  support. 

(5)  Our  plan  also  assumes  that  the  charges  to  sponsored 
research  contracts  for  the  employment  of  graduate  students  as  assistants 
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in  research  will  be  set  so  as  to  prevent  the  "burden"  on  contracts  from 
rising  in  FY  73  in  spite  of  rising  tuition  and  the  possibility  of  higher 
indirect  cost  rates.   This  recommendation,  if  adopted,  would  encourage 
departments  and  project  leaders  to  provide  as  much  support  as  they  can 
for  graduate  students. 


resources,  and  to  respond  to  student  initiatives,  we  are  also  recom- 
mending that  the  Dean  of  the  Graduate  School  study  recent  student 
suggestions  to  determine  if  an  improved  bus  service  can  be  provided 
within  the  dollar  constraints  already  specified,  and  without  adverse 
effects  on  other  parts  of  the  Graduate  School  program. 

(7)  Finally,  we  applaud  the  efforts  of  the  Dean  to  work 
with  his  counterparts  in  other  universities  to  devise  student  aid  policies 
more  attuned  to  considerations  of  equity  all  around.  It  seems  to  us  that 
the  closer  we  can  come  to  a  policy  of  granting  assistance  based  in  large 
part  on  need,  the  better  off  all  of  graduate  education  will  be,  especially 
in  these  troubled  times. 

The  implications  of  this  plan  —  modest  though  it  seems  in  compar- 
ison with  the  experience  of  the  1960*s      for  the  allocation  of  University 
funds  are  very  substantial  and  have  given  us  cause  to  consider  them 
carefully.    But  we  recommend  that  the  commitment  be  made.    We  esti- 
mate that  to  sustain  the  levels  of  support  shown  in  the  table  will  take  a 
12%  increase  in  the  use  of  endowment  and  general  funds  for  FY  73,  a 
22%  increase  for  FY  74  (the  year  the  Ford  grant  terminates),  and  a 
further  increase  of  something  over  7%  in  each  of  the  following  two  years. 
(The  percentage  increases  for  fellowships  alone  are  even  greater,  as 
Table  2  shows. )  The  magnitude  of  the  commitment  which  this  recom- 
mendation implies  becomes  even  more  distinct  when  the  proportional 
increases  are  converted  to  actual  dollar  figures.    Our  proposal  is  to 
increase  endowment  and  general  funds  contributions  to  graduate  student 
support  from  under  $3  million  this  year  to  more  than  $4.  6  million 


(6)  In  an  effort  to  make  the  best  use  of  available 
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annually  by  FY  76.   We  believe  we  have  found  a  way  to  smooth  the  impact 
on  the  overall  University  deficit  by  "saving"  some  designated  endowment 
income  this  year  and  next  for  subsequent  use  in  the  years  following  the  end 
of  the  Ford  grant,  though  this  will  not  of  course  diminish  the  total  impact 
in  the  slightest. 

Our  projections  also  assurae^  in  keeping  with  last  yearns  plan  and 
the  recommendations  of  the  Dean  of  the  Graduate  School,  that  room  and 
board  charges  at  the  Graduate  College  will  be  increased  slightly  less  than 
7%  next  year.    The  exact  schedule  of  charges  has  not  been  determined  and 
will  be  worked  out  by  the  Dean  of  the  Graduate  School  in  cooperation  with 
the  Department  of  Dormitory  and  Food  Services,  and  in  consultation  with 
the  Graduate  College  House  Committee.   It  is  important  to  emphasize  that 
under  present  budgeting  procedures  every  dollar  by  which  housing  and 
dining  deficits  can  be  reduced  goes  directly  to  additional  fellowship  help. 
(Married  student  housing  is  discussed  below  with  faculty  and  staff  housing, 
which  is  covered  by  Phase  II  of  the  administration's  economic  program. ) 

In  summary,  the  Committee  is  hopeful  that  the  plan  described  here 
will  help  assure  the  continued  excellence  of  our  Graduate  School.  Cer- 
tainly it  represents  a  major  effort  by  the  University  to  do  just  that.  We 
intend  to  continue  to  pay  close  attention  to  developments  at  Princeton  and 
elsewhere,  and  we  expect  the  University  to  do  all  in  its  power  to  encour- 
age renewed  support  from  governmental  and  private  sources  for  graduate 
education. 

Nor  should  the  substantial  conmiitment  proposed  here  for  graduate 
student  support  be  taken  as  an  indication  that  we  do  not  strongly  support 
adequate  student  aid  appropriations  at  the  undergraduate  level  as  well. 
As  is  indicated  in  a  later  se<^tion,  a  considerable  increase  in  scholarship 
funds  is  also  being  recommended  in  this  report,  in  order  to  continue  on 
the  course  endorsed  by  the  Committee  a  year  ago. 
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2,    Library,  —  The  Library  is  operating  this  year  (FY  72) 
with  an  acquisition  budget  which  contains  the  same  dollar  contribution 
from  general  funds  as  last  year's  budget  (FY  71).   In  recommending  sup- 
port at  this  level  last  January,  the  Committee  also  projected  an  increase 
in  expenditures  for  acquisitions  of  3%  annually  for  FY  73  and  FY  74. 
These  very  restrictive  recommendations  were  made  (and  approved) 
because  we  saw  no  alternative  in  the  light  of  the  University's  overall 
financial  situation. 

This  program  of  i^evere  austerity  has  proved  to  be  very  hard  on 
the  Library  because  the  acquisition  of  books  and  periodically;  is  peculiarly 
susceptible  to  escalation  in  costs.   It  is  not  just  that  the  average  price  of 
a  book  is  increasing      though  it  is,  and  at  a  rate  well  in  excess  of  the 
average  annual  rate  of  inflation  and  well  ahead  of  what  was  forecast  last 
year.    It  is  also  a  result  of  the  growth  in  the  number  of  publications. 

Thus,  a  constant  dollar  budget  for  FY  72,  followed  by  3%  incre- 
ments, certainly  implies  some  curtailment  in  acquisitions.   And  Prince- 
ton's holdings  have  already  slipped  somewhat      although  not  nearly  as 
much  as  some  crude  published  figures  would  suggest  --in  comparison 
with  other  major  research  and  teaching  libraries. 

In  response  to  the  austerity  budget  under  which  they  have  had  to 
operate,  the  University  Librarian  and  his  staff  responded  with  a  number 
of  constructive  ideas  intended  to  sustain  the  quality  of  both  the  collection 
itself  and  library  services.   Acquisition  of  duplicate  copies  of  books  and 
journals  was  curtailed.    More  stringent  acquisition  guidelines  were 
issued.    Standing  orders  with  publishers  were  scrutinized  more  carefuUj. 
Greater  efforts  were  made  to  enter  into  cooperative  efforts  with  other 
institutions,  especially  Rutgers. 

These  actions  are  salutary,  but  there  is  only  so  much  progress 
which  can  be  made  along  these  lines.    Some  peripheral  problems  have 
been  solved;  the  central  problem  remains. 
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Our  Committee  now  concludes  that  the  provisional  plan  for  the 
Library  announced  last  year  is  simply  too  restrictive  and  should  be 
amended.   We  have  reached  this  conclusion  because  of  the  central  impor- 
tance of  the  Library  to  the  quality  of  Princeton's  programs  of  education 
and  research,  especially  in  view  of  the  emphasis  Princeton  places  on 
independent  study.   We  now  believe  that  to  reduce  the  rate  of  increase  in 
acquisitions  over  any  length  of  time  by  the  amounts  implied  in  our  earlier 
recommendations  could  cause  the  quality  of  the  collections  to  deteriorate 
unacceptably. 

Neither  do  we  find  it  feasible,  however,  to  recommend  a  return 
to  the  annual  growth  rate  characteristic  of  the  1960's.    There  are  simply 
too  many  valid  competing  claims  on  very  scarce  resources.    Our  sense 
of  the  right  compromise  in  this  area  is  a  recommendation  that  the  acqui- 
sitions budget  be  increased  by  7  1/2%  in  each  of  the  next  two  years  (FY  73 
and  FY  74)  and  by  slightly  over  10%  in  each  of  the  following  two  years. 
The  obtaining  of  additional  outside  support  would  permit  modifications  of 
these  estimates  of  the  contribution  to  come  from  University  funds,  but 
these  are  the  assumptions  now  included  in  our  new  provisional  plan. 

The  Committee  also  wishes  to  make  several  recommendations 
regarding  the  Library's  program  which  we  feel  will  help  assure  that  these 
proposed  budget  increases  make  the  greatest  possible  contribution  to  the 
welfare  of  the  entire  University: 

(1)  We  recommend  that  the  Library  use  graduate  and 
undergraduate  student  workers  for  most  of  the  new  non-professional  posi- 
tions requested,  as  well  as  for  necessary  replacements  in  the  future  to 
the  extent  feasible.  Not  only  would  this  step  save  a  modest  amount  in  the 
Library's  budget,  but  the  provision  of  needed  student  employment  would 
ease  somewhat  the  strain  on  fellowship  and  scholarship  funds.    It  should 
be  noted  that  the  Library  is  already  one  of  the  principal  sources  of  student 
employment. 
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(2)  We  have  stated  before,  and  we  reiterate,  our  belief 
that  the  Library  must  continue  to  build  on  areas  of  strength  in  its  acqui- 
sition program,  and  not  attempt  to  achieve  the  same  level  of  acquisitions 
in  all  of  the  fields  it  covers.    To  assist  in  this  effort,  we  recommend  that 
the  Dean  of  the  Faculty  and  his  associates  participate  more  actively  in  the 
important  decisions  which  allocate  acquisition  funds  among  fields. 

(3)  It  also  seems  desirable  that  the  Dean  of  the  Faculty's 
office  continue  to  give  probable  Library  acquisition  needs  due  consid- 
eration in  decisions  on  new  faculty  appointments. 

(4)  The  Conmiittee  also  wishes  to  be  recorded  as 
strongly  in  favor  of  Princeton's  participation  in  various  library  consor- 
tiums such  as  the  Chicago  clearing  house  for  journals.    Such  joint  efforts 
not  only  save  money  in  the  Library's  budget,  but  may  also  help  provide  a 
needed  check  on  the  tendency  for  the  number  of  journals  to  proliferate, 

(5)  Finally,  the  Contmiittee  again  emphasizes  that  na- 
tional solutions  to  the  problems  facing  the  major  university  libraries 
must  be  found.    Greater  coordination  of  policies,  the  search  for  new 
approaches,  and  the  quest  for  additional  outside  support  all  deserve  major 
efforts,  and  we  hope  that  our  Librarian  can  count  on  the  help  of  faculty  and 
staff  associates  as  he  represents  Princeton  in  pursuing  these  objectives, 

3,   Theater  Program,  including  McCarter  Theatre,  The 
McCarter  Theatre  is  at  a  major  turning  point  this  year,  and  for  this 
reason  the  Conmiittee  --as  well  as  a  subconmiittee  of  the  full  Commit- 
tee —  has  devoted  considerable  attention  to  its  future  course  and  to  the 
more  general  question  of  the  role  of  the  performing  arts  at  Princeton, 

A  decision  was  made  more  than  a  year  ago  to  suspend  the  resident 
repertory  program  at  McCarter  for  the  current  year  so  that  studies  could 
be  conducted  and  thought  given  to  its  future.    The  Priorities  Committee 
has  now  had  the  benefit  of  an  excellent  study  prepared  by  the  McCarter 
Theatre  Committee^  and  members  of  our  Conmiittee  have  spoken  at  length 
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with  Professor  Daniel  Seltzer,  chairman  of  that  committee. 
We  reached  two  firm  conclusions  very  early: 

The  economics  of  the  performing  arts  in  general,  and 
of  McCarter  in  particular,  made  it  abundantly  clear  that 
the  Theatre  could  not  be  expected  to  operate  on  an  un- 
subsidized  basis. 
—    A  multi-year  commitment  is  essential  if  we  are  to  try 
to  attract  a  talented  producer,  director,  and  acting 
company. 

Before  making  a  specific  recommendation,  the  Committee  con- 
sidered the  full  range  of  alternatives  --  closing  McCarter,  continuing  the 
Theatre  on  a  booking  basis  only,  and  providing  various  levels  of  support 
for  a  resident  compaiy  as  well.    From  these  deliberations  emerged  a 
strong  consensus  that  McCarter  should  play  an  important  and  active  role 
in  the  educational  life  of  the  University  as  well  as  in  the  general  life  of 
the  con:miunity.    There  are  several  reasons  for  this: 

First,  the  Theatre  is  important  not  only  to  the  University  but  to 
the  larger  community  and  region  because  it  is  the  only  institution  of  its 
kind  closer  to  us  than  New  York  and  Philadelphia. 

Second,  a&  the  Bressler  Commission  has  also  recognized,  there 
is  an  important  place  for  the  performing  arts  in  a  university  which 
stresses  the  liberal  arts.   And  there  are  a  number  of  possibilities  for 
fruitful  interaction  between  McCarter  and  the  University's  educational 
programs.   For  example,  members  of  the  resident  company  would  teach 
theater  workshopa  in  the  Program  of  Creative  Writing  and  the  Performing 
Arts 

Third,  the  marginal  commitment  of  funds  necessary  to  have  an 
improved  McCarter  repertory  program  is  really  quite  small  when  com- 
pared with  the  considerable  costs  to  which  we  are  committed  in  any  case 
simply  by  dint  of  owning  the  building.   And  the  timing,  too,  seems  propi- 
tious; the  University  has  in  Professor  Seltzer  a  person  who  is  well 
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qualified  to  see  to  it  that  the  separation  between  the  stage  and  the  class- 
room is  bridged  effectively. 

The  Committee  therefore  recommends  that  as  much  as  $90,  000 
in  University  funds  be  allocated  to  the  McCarter  Theatre  in  FY  73,  and 
that  commensurate  amounts  be  provided  in  the  following  three  years. 
(These  sums  would  be  in  support  of  the  direct  operating  deficit,  and  in 
addition  to  the  funds  devoted  to  operation  and  maintenance  of  the  building 
and  other  indirect  costs. ) 

This  recommended  maximum  level  of  University  support  should 
be  sufficient  to  permit  us  to  see  what  is  possible  at  McCarter  within 
reasonable  economic  limits.    It  is  about  the  same  as  the  level  of  support 
provided  in  FY  71  after  allowing  for  inflationary  cost  increases.   At  the 
same  time,  it  is  certainly  a  lower  level  of  support  than  would  have  been 
desirable  absent  the  other  pressing  demands  upon  University  funds,  and 
a  lower  level  of  support  than  originally  proposed  by  the  McCarter  Com- 
mittee. 

In  making  this  proposal,  the  Committee  also  urged  that  efforts  be 
made  to  raise  additional  outside  funds  for  support  of  the  theater  program 
at  Princeton.    Happily,  these  efforts  --  which  are  continuing  --  have 
already  met  with  some  success. 

4.   Undergraduate  Dormitories  and  Food  Services.  —  The 
provisional  plan  approved  last  year  assumed  that  a  $100  combined 
increase  in  undergraduate  room  and  board  charges  would  be  necessary 
in  FY  73  to  offset  higher  expenses  of  operating  the  dormitories  and  food 
services  system  and  to  reduce  further  the  deficit  on  these  activities.  We 
are  now  glad  to  be  able  to  report  that  through  better  control  and  manage- 
ment, the  Department  of  Dormitory  and  Food  Services  has  been  able  to 
curtail  sharply  the  deficit  on  operations  of  the  undergraduate  dormitories 
and  dining  halls  to  the  point  where      if  we  were  to  ignore  completely  any 
imputed  return  on  the  University's  very  substantial  capital  investment  in 
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the  system  —  a  small  surplus  seems  in  prospect. 

Accordingly,  the  Committee  now  recommends  that  there  be  no 
increase  in  board  charges  for  next  year,  and  that  the  undergraduate  room 
charge  be  increased  by  only  $15. 

A  $15  increase  in  the  room  fee  represents  the  approximate  cost 
of  implementing  a  recent  proposal  adopted  unanimously  by  the  Faculty- 
Student  Committee  on  Undergraduate  Life.    That  proposal  —  which  our 
Committee  endorses      is  a  controlled  initial  response  to  a  desire  ex- 
pressed by  various  groups  within  the  University  that  sophomores  be 
released  from  the  longstanding  requirement  that  they  hold  a  University 
meal  contract.  A  detailed  presentation  and  analysis  of  the  Undergraduate 
Life  Committee*  s  recommendation  is  contained  in  Appendix  C  to  this 
report.   The  broad  outlines  of  the  plan  are  as  follows: 

(1)  About  150  members  of  the  class  of  1975  would  be 
afforded  the  opportunity  to  be  released  from  mandatory  University  meal 
contracts  in  order  to  join  clubs  or  become  ^'independents**  next  year.  In 
the  view  of  the  Committee  on  Undergraduate  Life,  the  uncertain  social 
effects  and  likely  costs      and  the  attendant  charges  that  would  have  to  be 
levied  on  the  student  body  —  seem  too  great  to  allow  a  blanket  sophomore 
release  from  Commons  in  the  absence  of  some  actual  experience  with 
student  preferences. 

(2)  If  niore  than  150  persons  expressed  a  desire  for 
release,  a  lottery  would  be  used.    This  system  of  sign-ups,  with  a  lottery 
in  case  of  over -subscription,  is  the  one  used  for  other  options  presently 
open  to  sophomores  (Wilson  College,  Princeton  Inn,  and  Madison  Society). 

(3)  Sophomores  remaining  in  the  University  dining  system 
would  become  eligible  to  dine  at  Stevenson  Hall,  since  that  option  can  be 
allowed  without  affecting  significantly  the  overall  budget  of  dormitories 
and  food  services. 

(4)  The  results  of  this  program,  which  is  frankly  experi- 
mental, would  be  evaluated  carefully  a  year  hence  to  see  what  lessons 
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Notes  to  Summary  Tables 

GENERAL  NOTE:     Some  of  the  lines  of  these  summary  tables  have 
been  discussed  in  detail  in  the  report  proper,  and  no  attempt 
will  be  made  here  to  summarize  information  which  appears 
elsewhere « 

1.  Endowment  income  increases  in  FY73  even  though  the 
investment  income  per  unit  remains  the  same,  because  some  units 
have  been  added  (particularly  for  student  aid)  and  some  depart- 
ments are  planning  to  use  more  available  income  next  year  than 
they  are  currently  using.     (Endowment  income  does  not  show  up 
in  the  operating  budget  at  all  unless  it  is  actually  spent.) 

2.  Other  student  fees  increase  because  the  Graduate 
School  application  fee  is  being  raised  from  $15  to  $20. 

3.  Gifts  and  Grants.     We  are  estimating  an  increase  of 
$200  thousand  in  Annual  Giving,  which  will  offset  a  slight 
drop  in  sponsored  projects  and  a  more  marked  reduction  in 
other  gifts,  mainly  for  academic  departments  and  programs. 
The  important  point,  however,  is  that  annual  giving  serves  to 
reduce  the  deficit  dollar  for  dollar,  while  many  of  the  "other" 
gifts  and  the  portion  of  sponsored  project    funds  devoted 
directly  to  the  cost  of  the  projects,  are  included  on  both  the 
income  and  expenditure  sides  of  the  budget,  with  no  net  impact 
on  the  deficit. 

4.  U.S.  Gove rnment .     The  entire  drop  in  other  government 
income  is  attributable  to  reduced  support  for  graduate  students. 

5.  Athletics .     Reduction  is  more  than  accounted  for  by 

a  lower  estimate  of  football  gate  receipts.     (This  is  a  normal  . 
every- other-year  occurrence ,  due  to  the  schedule  of  particular 
home  and  away  games.) 

6.  Commercial  Properties.    Assumes  an  8%  increase  on 
expiring  leases  (on  average).    Not  all  leases  expire  each  year, 
however. 
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have  been  learned  concerning  both  student  preferences  and  actual  costs. 

The  principal  reasons  why  the  Committee  on  Undergraduate  Life 
proposed  an  evolutionary  and  experimental  approach  to  the  complex 
problems  of  sophomore  release  are  two-fold.   In  the  first  place,  blanket 
release  would  have  been  very  expensive  to  the  student  body,  requiring  an 
increase  in  charges  more  than  three  times  as  great  as  that  which  we  are 
proposing.   In  the  second  place,  the  uncertainties  mentioned  above  de- 
serve reemphasis.    The  impact  of  a  "release"  program  on  the  Univer- 
sity's finances  would  depend  entirely  on  the  dining  decisions  made  by  all 
the  affected  individuals,  and  given  the  substantial  number  of  unknowns, 
it  seems  wiser  to  go  forward  with  a  limited  plan  that  can  function  as  a 
test  of  preferences.    We  would  plan  to  look  again  at  this  problem  next 
year  in  the  light  of  experience.   Needless  to  say,  if  larger  numbers  of 
sophomores  were  released  in  future  years,  rates  would  have  to  be  raised 
more  than  otherwise  would  be  the  case. 

It  may  also  be  well  to  explain  that  both  the  Committee  on  Under- 
graduate Life  and  our  Committee  recommend  an  increase  in  the  room 
charge,  rather  than  higher  board  fees,  for  the  very  important  reasons 
described  in  more  detail  in  the  report  of  the  Committee  on  Undergraduate 
Life.  Briefly:"" 

(1)  The  opportunity  for  sophomore  release  is  viewed  as 

a  benefit  to  the  whole  dining  and  social  system,  and  the  only  effective  way 
to  assure  that  the  costs  are  shared  widely  and  equitably  is  to  increase  the 
room  charge  (or,  conceivably,  the  tuition  fee).   One  ironic  consequence  of 
the  principal  alternative  --  raising  board  charges  rather  than  the  room 
charge  --  woulii  be  that  the  entire  cost  of  allowing  a  partial  release  from 
the  University  system  would  be  borne  by  those  remaining  within  it,  the 
very  students  who  benefit  the  least! 

(2)  Furthermore,  in  comparison  with  many  other  univer- 
sities, our  room  charges  are  relatively  low  in  any  case,  and  our  board 
fees  are  relatively  high.   (This  results  in  part  from  our  treatment  of 
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7.  Service  Departments.     Increase  is  mainly  attributable 
to  the  Computer  Center  and  the  central  machine  shop. 

8.  Other  income.     This  line  consists  mainly  of  income 
from  the  investment  of  current  funds.     The  increase  is  entirely 
accounted  for  by  accounting  adjustments. 

9.  Other  salaries,  etc.     Nearly  all  of  the  increase  is 
in  direct  charges  to  sponsored  projects. 

10.  Special  Academic  Programs.     Increase  is  nearly  all 
accounted  for  by  McCarter  Theatre  and  sponsored  research, 
especially  at  the  Plasma  Physics  Laboratory. 

11.  Other  student  aid,  etc.    This  line  was  not  included 
as  a  separate  entry  in  last  year's  report.     It  consists  of 
miscellaneous  items  (prizes,  post-doctoral  fellowships  and 
the  like)  formerly  included  on  the  lines  for  graduate  fellow- 
ships and  undergraduate  scholarships.     None  of  these  items 
involve  general  funds. 

12.  Library.     The  increase  of  7  1/2%  in  FY73  for  acquisi- 
tion of  books  and  periodicals  (discussed  in  the  text)  is  included 
here.     Overall  increment  (+95)  shown  on  this  line  is  much  less 
than  this  percentage  because  no  increases  are  included  here 

for  the  salaries  of  Library  personnel.     These  increases  are 
included  below  on  line  11. 

13.  Administration.     Had  it  not  been  for  the  increased 
student  services  and  new  statutory  requirements  discussed  in 

the  text  --and  a  projected  increment  for  the  University  Magazine 
which  does  not  require  any  general  funds  --  the  increase  in  this 
area  for  FY73  would  have  been  slightly  over  1%. 

14.  Transfers  to  reserves.     This  is  a  "formula"  calculation 
based  on  a  moving  average  of  expenditures  from  these  funds  in 
prior  years.     The  reduction  is  primarily  due  to  a  one-time 
charge  in  FY72  occasioned  by  an  increase  in  the  deductible  on 

our  fire  insurance. 
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capital  costs^  discussed  immediately  below. ) 

Before  leaving  this  subject,  we  would  also  like  to  record  our  views 
on  one  other  aspect  of  dormitory  and  food  services  operations:  the  capital 
costs  of  the  system. 

In  the  past,  capital  charges  have  often  been  ignored  when  calcu- 
lating  the  surplus  or  deficit  on  dormitory  and  food  service  operations. 
To  some  extent, .  this  seems  justified      surely,  no  one  would  suggest  that 
we  ought  to  aim  for  full  recovery  of  capital  costs  associated  with  all 
dormitories,  some  of  which  were  built  in  the  last  centur  y. 

'  But  there  are  also  very  real  capital  expenses  which  the  University 
is  incurring  today  ~  both  directly  and  i^dil^8ctly.   We  are  actually  paying 
off  a  mortgage  on  the  Princeton  Inn,  yet  no  charge  for  this  real  direct 
cost  has  been  taken  into  account  in  the  surplus  and  deficit  computations 
referred  to  earlier.   Furthermore,  when  the  University  builds  anew 
dormitory  with  its  own  money  --as  opposed  to  borrowing  --it  forgoes 
the  annual  income  which  those  same  ftinds  would  have  earned  had  they 
remained  in  our  investment  pool. 

For  these  reasons,  the  Committee  believes  that  our  ultimate  goal 
for  the  dormitories  and  food  services  system  should  envision  at  least  a 
modest  contribution  to  the  very  real  --  and  very  substantial  --  capital 
costs  of  that  system, 

5.    Housinjg  for  Faculty,  Staff,  and  Married  Graduate  Stu- 
dents.      A  policy  of  gradually  reducing  the  deficit  on  faculty  and  staff 
housing  and  on  married  student  housing  antedates  the  establishment  of 
the  Priorities  Committee.   After  consulting  with  members  of  the  faculty 
and  the  administrative  staff,  and  after  meetings  with  graduate  students, 
the  President  announced  this  policy  three  years  ago.   And  in  each  of  the 
last  two  years^  this  Committee  has  reaffirmed  the  policy,  based  as  it  is 
on  considerations  of  equity  and  fairness. 
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15.  Savings  from  unfilled  positions,  etc.    This  is  a 
customary  allowance  for  the  fact  that  not  all  budgeted  positions 
are  filled  throughout  the  year.    The  allowance  is  larger  for 
FY73  because  a  somewhat  larger  number  of  vacancies  are  included 
in  the  budget  for  that  year,  especially  on  line  1  a.  1  (faculty 
academic  year) . 

16.  Allowance  for  contingencies.    The  allowance  is  larger 
for  FY72  due  to  inclusion  of  an  estimate  of  the  cost  of  an 
extra  pay  day  for  secretaries  which  happens  to  fall  in  that 
year  because  of  the  vagaries  of  the  calendar. 
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The  provisional  plan  adopted  last  year  called  for  two  specific 
actions  regarding  rents.    First,  we  recommended  10%  across-the-board 
rent  increases  in  FY  72,  FY  73,  and  FY  74.    Second,  we  favored  imple- 
mentation of  an  "equalization"  plan  over  the  same  period,  which  called  for 
selective  additional  rent  increases  for  those  faculty  and  staff  housing  units 
found  to  be  conspicuously  underpriced  in  relation  to  comparable  dwellings. 
Our  Committee  continues  to  believe  that  this  policy  is  the  right  one,  and 
that  gradual  reduction  of  housing  subsidies  should  be  our  ultimate  goal. 

However,  the  restrictions  on  rent  increases  incorporated  within 
Phase  II  of  the  federal  government's  new  economic  program  may  prevent 
Princeton  from  carrying  out  these  plans  to  their  full  extent.   The  word 
"may"  needs  to  be  stressed  because  the  initiar guidelines  issued  by  the 
Price  Commission  are  not  entirely  clear,  and  were  still  being  analyzed 
by  our  legal  counsel  as  this  report  was  being  prepared. 

In  the  meantime,  and  recognizing  that  these  estimates  are  very 
much  subject  to  change,  we  have  amended  the  provisional  plan  solely 
in  response  to  Phase  II      to  include  a  more  moderate  rate  of  rent  in- 
creases in  the  years  after  FY  72.    (For  the  latter  part  of  the  current 
year,  we  have  assumed  that  it  will  be  possible  to  carry  out  the  10%  in- 
crease announced  last  winter  and  then  put  in  abeyance  when  Phase  I  took 
effect. )  Tentative  annual  increments  of  the  order  of  5%  are  included  in 
the  plan  through  FY  76      a  2  1/2%  basic  increase  plus  an  allowance  for 
higher  taxes.   The  provisional  plan  does  assume,  however,  that  the 
equalization  of  rentals  will  proceed  on  schedule. 

The  important  point  to  note  about  this  tentative  modification  to  the 
plan  is  that  it  will  not  be  possible,  in  all  likelihood,  to  bring  down  the 
housing  deficit  significantly  under  this  new  set  of  assuniptions.  While 
some  relief  can  be  expected  under  Phase  II  on  the  expenditure  side  of  the 
housing  ledger      the  costs  of  actually  operating  the  University's  housing 
program  --  it  would  be  a  mistake,  we  believe,  to  hope  for  a  very  sub- 
stantial moderation  of  cost  increases  any  time  soon.   For  one  thing. 
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n  .  .       .  APPENDIX  B 

Princeton  University:  Department--  Office  of  the  Provost 

To     Department  Chairmen  Date  September  21,  1971 

Heads  of  Offices  Subject  Review  of  the  University's  Current 

Directors  of  Programs  Financial  Situation  and  Guidelines 

Fkom      William  G.  Bowen  ^""^^^ 


The  forms  for  the  1972-73  (FY  73)  operating  budget  will  be  distributed 
shortly  by  Mr.  Carl  Schafer,  Director  of  the  Budget.   They  are  nearly  identi- 
cal to  last  year's  forms,  and  they  will  be  accompanied  by  a  set  of  detailed 
instructions,  including  a  time  schedule. 

The  purposes  of  this  memorandum  are  to  review  the  most  recent  finan- 
cial results  for  the  University,  to  set  forth  some  general  considerations  that 
all  of  us  must  bear  in  mind  in  working  on  the  budget  for  1972-73,  and  to  pro- 
W         vide  some  specific  guidance  applicable  to  all  academic  and  non-academic 
^  departments. 


In  seeking  to  describe  the  present  financial  circumstances  of  the 
University  it  is  difficult  to  find  just  the  right  tone.  On  the  one  hand,  as  the 
^         President  announced  at  yesterday's  Faculty  meeting,  the  operating  deficit 
^         for  the  year  just  ended  was  the  largest. in  the  University's  history  about 
^         $1.  5  million;  on  the  other  hand,  this  deficit,  large  as  it  was,  was  about  $1 
(jq         million  less  than  the  forecast  last  January. 

^  This  result  represents  real  progress  in  coping  with  our  financial 

O         problems.   It  cannot  be  attributed  to  forecasting  methods  or  accounting 
W         practices  which  always  lead  to  a  more  favorable  year-end  result  than  was 
M         forecast.   Indeed,  in  1969-70,  as  you  will  recall,  the  final  result  was  a 
O         deficit  about  $700,  000  higher  than  that  year's  mid-year  forecast.  Nor  is 

the  improvement  in  this  case  the  result  of  uncontrollable  or  chance  fluctua- 
^         tions,  which  one  should  always  expect  in  a  budget  of  nearly  $80  million  (where 
Q         a  net  swing  of  one  percentage  point  on  either  the  income  or  expense  side  will 

change  the  deficit  by  $800,  000).  We  believe  the  improvement  between  the 
*         forecast  and  the  final  result  represents  real  progress  because  of  the  specific 


2 


factors  which,  on  balance,  produced  the  favorable  swing. "  ! 

i 

_     A  detailed  examination  of  the  financial  results  for  FY  71  shows  that  ^ 
the  swing  of  $1  million  was  attributable  primarily  to:  (1)  the  upsurge  in 
Annual  Giving;  and  (2)  the  early  attainment  of  some  of  the  savings  which 
had  been  projected  for  1971-72  and  beyond.   The  following  table  lists,  in 
somewhat  more  detail,  the  principal  changes  which  produced  the  improved 
result: 
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nearly  one-half  of  all  rental  income  is  needed  merely  to  cover  taxes  and 
debt  service      and  neither  of  these  expenses  is  affected  by  Phase  II  in 
any  way.   For  another  thing,  we  should  expect  that  the  portion  of  housing 
expense  which  represents  the  salaries  of  our  own  University  employees 
will  rise  by  slightly  more  than  5%  each  year      and  the  provisional  plan 
so  provides.    Thus,  even  after  making  allowance  for  the  productivity 
gains  which  are  flowing  from  management  improvements  being  initiated 
by  the  real  estate  department,  it  may  well  prove  impossible  to  make 
progress  toward  reducing  housing  deficits  as  long  as  the  new  rent  rules 
under  Phase  II  continue  in  their  present  form. 

B.    Major  Provisional  Plan  Policies  Reaffirmed 

1.    Tuition  Policy,  —  In  last  year's  report,  our  Conmiittee 
recommended  that  the  University  plan  on  an  increase  in  tuition  of  $250 
for  1972-73      to  $3,050  for  undergraduates  and  $3, 150  for  graduate  stu- 
dents ~  and  that  further  annual  increases  of  $200  to  $250  be  expected  in 
subsequent  years.   These  figures  compare  with  an  increase  of  $300  put 
into  effect  for  the  current  year.   As  stated  in  last  year's  report,  the 
basic  reason  for  these  increases  is  simply  that  they  are  required  by  the 
overall  financial  situation  confronting  the  University.   This  continues  to 
be  the  case,  and  our  Committee  is  convinced  that  the  income  from  these 
proposed  increases  will  be  essential  over  the  next  few  years  if  the  quality 
of  Princeton's  educational  program  is  to  be  sustained.   To  illustrate  the 
importance  of  this  income,  the  additional  funds  produced  by  the  tuition 
increases  recommended  here  would  be  equivalent  to  only  about  three - 
fourths  of  the  cost  to  general  funds  of  the  projected  increases  in  salaries 
for  faculty  and  staff  which  we  believe  to  be  critically  important  to  the 
University.   Of  course,  not  all  of  the  increase  in  tuition  would  be  avail- 
able for  this  purpose  since  provision  also  has  to  be  made  for  increased 
student  aid  at  both  graduate  and  undergraduate  levels  (discussed  below) 
as  well  as  for  all  of  the  other  costs  of  operating  the  University. 
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Factors  Altering  the  Deficit  Projected  . 
in  January  1971  for  the  Fiscal  Year  1970-71 

(In  thousands  of  dollars) 

Deficit  Projected  in  January 

Factors  Increasing  the  Deficit; 

Attrition  among  undergraduates  was  greater  than 
expected;  tuition  loss  exceeded  scholarship  program 
savings 

Costs  of  employee  benefit  programs  proved  higher 
than  estimated 

Athletics  income  fell  short  of  expectations, .  due 
mainly  to  lower  football  gate  receipts 

Subtotal,  factors  increasing  the  deficit 

Factors  Reducing  the  Deficit: 
Annual  Giving  up 

Higher  indirect  cost  reimbursements  on  Government 
sponsored  research  projects  more  than  offset  a  shortfall 
on  non-government  projects.    (This  occurred  even  in  the 
face  of  overall  reductions  in  administrative  costs  largely 
because  the  total  direct  costs  of  sponsored  research  to 
which  indirect  cost  reimbursements  are  related      rose  by 
more  than  $1  million  during  the  latter  half  of  the  year. 
Furthermore,  the  estimate  contained  in  the  Priorities 
Committee  report  is  seen  in  retrospect  to  have  been  too 
low  even  for  the  overall  level  of  sponsored  research  en- 
visioned at  lhat  time. ) 

Savings  achieved  in  administrative  departments  (espe- 
cially Planning,  Plant,  and  Properties);  in  academic 
departments  and  programs;  in  the  Library,  Computer 
Center,  and  other  central  services;  and  in  Athletics  more 
than  surpassed  the  allowance  for  such  savings  forecast 
earlier 

Dormitories  and  Food  Services  sustained  a  lower  deficit 
than  forecast  earlier 

All  other  changes 

Subtotal,  factors  reducing  the  deficit 
Net  Change  in  Deficit 
Actual  Deficit  Incurred 
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Increases  in  tuition  are  always  cause  for  serious  concern  because 
of  the  problems  they  pose  for  students  and  their  families,  many  of  whom 
are  already  hard-pressed  financially.   In  at  least  partial  response  to  this 
problem,  our  Committee  reemphasizes  the  high  priority  we  attach  to  pro- 
viding sufficient  student  aid      in  the  forms  of  scholarships,  loans,  and 
employment  opportunities      to  assure  that  no  student  currently  enrolled 
will  have  to  leave  Princeton  for  financial  reasons.   This  has  been  a  cen- 
tral principle  at  this  University  for  many  years,  and  we  reaffirm  it. 

In  considering  the  level  to  which  we  propose  that  tuition  be  raisr-d, 
two  other  perspectives  are  useful.   First,  tuition  continues  to  cover  only 
about  half  of  the  average  cost  of  educating  an  undergraduate  at  Princeton 
(including  student  aid).    Second,  while  relatively  few  firm  decisions 
regarding  tuition  for  FY  73  have  been  announced  thus  far  by  other  colleges 
and  universities,  the  information  that  is  available  suggests  that  our  rec- 
ommendation will  not  be  out  of  line.   Most  private  colleges  and  univer- 
sities with  which  Princeton  competes  most  directly  for  students  will  be 
charging  roughly  the  same  tuition. 

Finally,  the  Committee  wishes  to  note  one  technical  change  in 
tuition  policy  which  we  are  recommending  for  next  year  in  the  hope  that 
it  will  ease  the  burden  on  certain  families  to  a  modest  extent  namely, 
separate  identification  of  the  portion  of  tuition  which  represents  the 
student-related  costs  of  operating  the  University  Health  Services  and  the 
Counseling  Center,  as  well  as  the  Medical  Benefits  Plan.    Showing  this 
amount  s^^rparately  (it  will  probably  work  out  to  about  $125)  would  be  advan- 
tageous for  many  students  and  their  parents  since  we  believe  they  would 
be  permitted  to  deduct  it  in  calculating  their  income  tax.  ''^^ 

Looking  to  the  future,  we  continue  to  be  concerned  about  the  pos- 
sibility that  Princeton  might  come  to  attract  only  the  relatively  rich  and 
the  relatively  poor.   So  far,  this  kind  of  polarization  does  not  seem  to 
have  occurred  here,  but  the  situation  could  change  and  the  whole  problem 
is  under  active  study  by  Dr.  Richard  Spies.   Of  course,  this  is  a  national 

■  .319.-^  . 
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The  strong  showing  of  Annual  Giving  was  especially  encouraging  because 
it  came  in  the  midst  of  uncertain  economic  conditions  and  at  a  time  when  many 
people  were  expressing  doubts  concerning  the  future  of  voluntary  support  from 
alumni,  parents,  and  friends.   Moreover,  the  near-record  result  for  Annual 
Giving  was  accompanied  by  considerable  success  during  1970-71  in  attracting 
new  endowment  and  other  capital  gifts. 

The  early  attainment  of  economies  in  the  operating  budgets  of  academic 
departments  and  programs,  and  especially  in  administrative  and  central  ser- 
vices, amounted  to  $607,  000  more  than  the  allowance  for  such  savings  which 
had  been  figured  into  the  budget.   These  savings,  achieved  ahead  of  schedule, 
reflect  the  cooperation  of  faculty  and  staff  in  meeting  the  fiscal  problems  of 
the  University. 

These  reasons  for  being  encouraged  by  the  results  for  1970-71  do  not, 
of  course,  alter  the  fact  that  the  final  deficit  of  $1.  5  million  was  still  very 
large  in  and  of  itself  and,  indeed,  half  a  million  dollars  higher  than  the  final 
deficit  for  the  previous  year.   Thus,  the  real  test  of  our  success  in  reversing 
the  trend  toward  rising  deficits  is  still  ahead  of  us. 

For  the  current  year,  we  now  believe  that  we  will  end  up  with  a  deficit 
of  somewhat  less  than  $1  million,  rather  than  the  $1.  2  million  forecast  last 
January.   Taking  account  of  certain  factors  that  reduced  the  FY  71  deficit 
has  led  to  a  revised  forecast  for  FY  72  of  a  deficit  of  $900,  000.   This  too 
must  be  regarded  as  a  highly  provisional  estimate,  and  a  further  reassess- 
ment of  prospects  is  now  in  progress  in  the  light  of  last  yearns  experience, 
current  economic  conditions,  and  the  likely  effects  of  President  Nixon's 
stabilization  policies. 

The  implications  of  these  recent  results  and  revised  projections  for  the 
development  of  the  1972-73  budget  have  now  been  considered  by  President  Goheen, 
Mr.  Mestres,  and  the  members  of  the  Priorities  Committee,  as  well  as  by  the 
Director  of  the  Budget  and  the  Executive  Director  of  Administrative  and  Personnel 
Services.   We  have  concluded  that  the  following  general  considerations  should 
bear  on  budget-making  for  1972-73: 

First,  that  our  primary  financial  objective  must  continue 
to  be  the  achievement  of  an  approximately  balanced  budget  by 
1973-T4.   This  is  the  target  set  last  year,  and  we  see  no  reason 
for  modifying  it. 

Second,  that  in  se Asking  to  achieve  an  approximately  balanced 
budget  by  FY  73-74,  we  should  continue  to  follow  the  general  out- 
lines of  the  so-called  '  provisional  plan, "  described  in  last  January's 
Report  of  the  Priorities  Committee,   The  provisional  plan  adopted 
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problem^  by  no  means  confined  to  Princeton^  and  national  solutions  will 
have  to  be  found. 

2t   Faculty  Manningt       The  provisional  plan  adopted  last 
year  called  for  no  increase  in  the  size  of  the  faculty  for  FY  73,  and  the 
Committee*  s  recommendation  now  for  that  year  is^  in  fact«  just  about  the 
same  as  our  recommendation  for  FY  72  made  a  year  ago.   However^  due 
to  the  existence  of  some  vacancies  among  positions  authorized  for  this 
year»  the  Committee's  proposed  manning  level  for  next  year  actually 
represents  about  a  4%  increase  over  the  current  size  of  the  Faculty  (the 
equivalent  of  about  twenty-two  full-time  faculty  members  on  the  teaching 
budget).   Whether  this  increase  finally  materializes  in  full  will  depend  on 
our  degree  of  success  in  filling  all  of  the  positions  authorized. 

Our  Committee  has  not  attempted  to  reconmiend  staffing  plans  for 
particular  departments.   As  in  past  years^  we  have  relied  on  the  Dean  of 
the  Faculty  and  other  administrative  officers  to  review  the  circumstances 
of  each  department  in  detail  and  then  present  an  overall  set  of  recom- 
mendations to  us.    This  year  the  Dean  of  the  Faculty^  the  Dean  of  the 
Graduate  School^  and  the  Dean  of  the  College  met  with  representatives  of 
every  department  (usually  the  Chairman^  the  Director  of  Graduate 
Studies^  suad  the  Undergraduate  Representative)  to  review  the  overall 
academic  program  of  the  department  for  the  coming  year  and  future  years 
as  well.    On  the  basis  of  these  very  useful  meetings  and  a  review  of  trends 
in  enrollment^  prior  conmiitments^  and  many  other  factors^  the  senior 
Deans  reviewed  department  requests  and  prepared  specific  mamiing  pro-- 
posals  which  were  then  summarized  for  our  Committee.   We  would  em** 
phasize  that  decisions  regarding  faculty  staffing  cannot  be  made  and  have 
not  been  made  by  applying  any  mechanical  formulas.   The  primary  moti** 
vation  of  the  senior  Deans  in  preparing  their  recommendations  —  as  well 
as  the  main  concern  of  this  Conmiittee  in  its  discussion  of  faculty 
staffing      has  been  a  determination  to  preserve^  and  enhance  where 
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last  year  called  for  continuing  actions  to  increase  income  and 
for  the  continuation  of  strict  controls  on  new  positions  and  on 
expenditures  (see  the  specific  budget  guidelines  listed  below). 
The  plan  also  envisioned,  however,  somewhat  larger  salary  pools 
than  were  possible  last  year,  and  we  are  determined  to  do  all  we 
can  to  bring  this  about,  given  both  financial  constraints  and  what- 
ever national  policies  on  wages  and  prices  follow  the  current 
freeze. 

Third,  that  to  make  it  possible  to  move  ahead  with  the  salary 
policy  which  was  assumed  in  the  provisional  plan,  while  staying 
within  overall  budget  constraints,  we  must  continue  to  make  selec- 
tive reductions  in  the  budget  base  of  the  University.   We  do  not 
expect,  however,  that  these  reductions  will  be  as  substantial  in 
overall  magnitude  as  the  reductions  of  last  year,  when  it  was 
necessary  to  eliminate  some  100  positions  charged  to  general 
funds. 

These  general  considerations  have  been  translated  into  specific  guidelines 
for  submitting  budget  requests  which  are  quite  similar  to  those  used  last  year. 
We  continue  to  believe  that  the  interests  of  both  those  responsible  for  submitting 
budget  requests  and  those  responsible  for  reviewing  them  will  be  served  by  the 
issuance  of  such  guidelines.   It  would  be  in  the  interest  of  no  one  to  have  depart- 
ments submit  proposals  which  we  all  knew  in  advance  could  not  be  funded. 

Accordingly,  for  those  activities  for  which  specific  multi-year  plans  were 
approved  in  the  budget  process  last  year,  the  FY  73  requests  should  be  consis- 
tent with  the  policies  underlying  those  plans.  This  does  not  mean  that  the  spe- 
cific dollar  figures  will  necessarily  be  the  same  as  those  contained  in  the 
provisional  plan.    Subsequent  experience,  and  particularly  the  actual  FY  71 
results,  may  require  revisions  in  the  projections  if  the  original  intent  of  the 
planning  decisions  is  to.be  preserved. 

For  those  activities  for  which  multi-year  plans  have  not  yet  been  developed 
and  approved  --  and  for  the  others  as  well  to  the  extent  that  the  approved  plans 
leave  some  options  open  --we  ask: 

— 1.  That  you  propose  no  net  increase  in  academic  or  other  staff c 
(In  particular,  please  do  not  request  replacement  of  the  positions  eliminated 
from  the  budget  last  year  unless  there  is  an  extraordinarily  compelling  case 
for  doing  so  which  was  not  present  last  year. ) 

--2.   That  you  reexamine  all  present  vacancies,  and  all.  vacancies 
known  to  be  forthcoming  due  to  resignations  and  retirements,  to  determine 
whether  they  can  remain  unfilled  without  jeopardizing  essential  functions. 
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possible,  the  quality  and  effective  use  of  Princeton's  faculty. 

We  recognize  that  undergraduate  enrollment  is  still  rising,  and 
that  our  recommendatioRS  therefore  imply  a  very  slight  increase  in  the 
student  to  faculty  ratio  vjiich  will  have  to  bo  accommodated  through  a 
small  increase  iji  teaching  assistant  hours,  continuing  efforts  to  control 
the  number  of  courses  offered,  and  perhaps  a  slight  increase  in  average 
class  size.   However,  the  magnitude  of  these  adjustments  should  not  be 
exaggerated.   Princeton  \7ill  continue  to  have  closer  faculty-student 
contacts  (and  higher  teaching  cost  per  student  for  our  subject  areas)  than 
any  other  university  except  M,  I,  T.  and  Cal  Tech, 

Our  projections  for  the  future  include  the  assumption  that  faculty 
size  will  increase  slightly  in  FY  74  and  FY  75  and  level  off  in  FY  76. 
Our  ability  to  provide  for  additional  increases  will  depend  greatly  on  the 
success  of  efforts  to  find  the  necessary  funds. 

Our  projections  also  imply  a  continuing  policy  of  tight  admin- 
istration of  leaves  of  absence  for  faculty  under  current  policies.  We 
believe  that  any  further  consideration  of  leave  policy  should  await  the 
final  version  of  the  Bressler  report  on  the  future  of  the  College, 

3,   Undergraduate  Student  Aid,       Continuation  of  the  under- 
graduate student  aid  policies  followed  in  recent  years  would  require  pro- 
vision of  about  $250,  000  from  general  funds  in  FY  73  beyond  the  amount 
provided  in  the  current  year.   This  augmented  allocation  is  necessary  to 
meet  higher  educational  costs  (principally  tuition)  and  to  adjust  for  the 
fact  that  we  expect  to  have  a  slightly  larger  percentage  of  economically 
disadvantaged  students,  assuming  that  the  percentage  of  such  students  in 
ne:xt  fall's  entering  class  will  exceed  the  percentage /n  this  year's  grad- 
uating class. 

The  Committee  recommends  that  these  additional  resources  be 
provided,  and  that  the  rough  proportions  of  students  presently  receiving 
aid  in  some  form  (scholarship,  loan,  or  employment)  be  used  as  planning 
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— 3.    That  you  propose  operating  expense  budgets  no  larger  than 
those  approved  for  the  current  year  (1971-72),  except  that  increases  up  to 
a  maximum  of  3  percent  may  be  requested  if  rising  costs  seem  to  require 
such  action.   We  recognize  that  this  may  still  mean  "absorbing"  some  infla- 
tionary cost  increases  through  more  efficient  or  reduced  operations. 

•-4.    That  you  not  plan  to  shift  charges  now  paid  from  sponsored 
research  and  restricted  departmental  funds  to  the  general  funds  budget  with- 
out proposing  offsetting  economies. 

--5.   That  you  try,  wherever  feasible,  to  make  fuller  use  of 
restricted  funds  so  that  general  fimds  can  be  conserved  for  those  activities 
which  cannot  be  supported  in  any  other  way. 

There  is  one  important  exception  to  the  coverage  of  the  first  four  of  the 
above  guidelines.   They  are  not  meant  to  apply  to  proposals  which  are  to  be 
financed  from  sponsored  research  grants  or  restricted  funds  on  a  continuing 
basis.   Neither  are  they  intended  to  constrain  activities  which  can  be  fully 
funded  from  new  "outside"  sources. 

We  also  recognize  that  there  may  be  some  exceptional  circumstances  in 
which  the  complete  application  of  the  first  four  guidelines  would  be  severely 
damaging.  In  such  cases,  please  include  in  the  memorandum  accompanying 
your  budget  materials  a  detailed  explanation  of  the  nature  of  these  circum- 
stances, as  well  as  a  specific  indication  of  how  they  have  been  reflected  on 
your  budget  forms. 

It  is  plain  from  these  guidelines  that  the  progress  made  to  date,  while 
encouraging,  does  not  permit  anything  like  a  return  to  former  modes  of  opera- 
tion.  Princeton,  like  virtually  every  other  college  and  university,  continues 
to  face  financial  problems  more  serious  than  those  encountered  at  any  time 
since  the  1930's.   The  President,  the  Trustees,  the  staff  of  the  Development 
Office,  the  Annual  Giving  volunteers,  and  many  others  are  working  hard  to 
increase  support  from  both  private  and  governmental  sources;  and,  as  has 
been  noted,  with  some  positive  results.   Simultaneously,  we  must  continue 
to  ask  for  the  active  cooperation  of  all  members  of  the  University  community 
in  holding  down  expenditures.   By  continuing  to  seek  additional  income  while 
also  attempting  to  operate  economically,  we  believe  it  will  be  possible  to 
maintain  and,  indeed,  improve  the  strength  of  this  University,  as  all  of 
higher  education  moves  through  a  very  difficult  period. 

William  G.  .Bowen 
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figures,  namely  10%  economically  disadvantaged  in  the  freshman  class 
and  50%  of  all  entering  students.   We  also  recommend      again,  to  re- 
affirm last  year's  proposals  --an  increase  of  $100  in  the  amount  of  self- 
help  which  is  provided  through  the  loan  component  of  the  student  aid 
package.   Finally,  the  Committee  urges  that  maximum  use  continue  to  be 
made  of  students  in  University  jobs.    (As  one  example  of  the  Committee's 
intent  in  this  respect,  see  the  earlier  discussion  of  the  Library. )  These 
recommendations  are  consistent  with  the  analysis  and  proposals  submitted 
to  us  by  the  Faculty  Committee  on  Undergraduate  Admission  and  Financial 
Aid,  meeting  with  the  parallel  student  committee  appointed  by  the  Under- 
graduate Assembly. 

In  most  recent  years,  it  has  not  been  possible  to  gtiarantee  schol- 
arship assistance  to  every  admitted  student  with  demonstrated  need  —  a' 
Princeton  or  almost  anywhere  else.    Last  year,  as  it  turned  out,  it  was 
possible  eventually  to  offer  needed  scholarships  to  all  students  who  re- 
mained on  the  financial  aid  waiting  list.   But  there  is  no  way  to  predict 
the  outcome  in  advance      the  result  is  so  heavily  influenced  by  the  nature 
of  the  applicant  pool,  the  yield  on  acceptances,  and  other  factors. 

Although  it  is  impossible  to  tell  now  by  how  much  --  if  at  all  — 
the  scholarship  funds  recommended  here  will  fall  short  of  satisfying  all 
demonstrated  need  in  the  Class  of  1976,  it  is  possible  to  be  rather  definite 
on  one  point.   The  high  priority  assigned  to  student  aid  at  Princeton  will 
be  shown  by  the  fact  that  Princeton  will  be  doing  more  than  most  of  our 
sister  institutions  in  providing  increased  undergraduate  scholarship  assis- 
tance in  FY  73  —  just  as  in  FY  72.   On  the  basis  of  the  most  recent  infor- 
mation available,  it  appears  that  some  other  universities  are  unable  to 
plan  on  any  increase  at  all  in  their  student  aid  budgets  next  year,  even  in 
the  face  of  higher  tuition  and  other  fees. 
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4.  Computer  Center.      The  principal  financial  problem 
facing  the  Computer  Center  will  occur  not  in  FY  73,  but  in  the  immedi- 
ately following  years,  when  a  major  user  of  the  360/91      the  U.  S. 
government's  Geophysical  Fluid  Dynamics  Laboratory  --is  planning  to 
obtain  its  own  equipment.   The  impact  on  University  income  of  such  a 
step  would  be  considerable.   Income  from  this  source  is  estimated  at 
about  $700,000  in  FY  73,  but  is  expected  to  drop  to  about  $200,  000  the 
following  year,  and  terminate  entirely  thereafter. 

Although  the  time  schedule  for  acquisition  of  the  neiw  equipment  by 
GFDL  is  still  somewhat  uncertain,  the  basic  problem  remains,  and  the 
Committee  has  asked  that  studies  of  alternative  responses  to  this  situa- 
tion be  undertaken  this  year. 

5.  Athletics.  —  All  of  the  cutbacks  in  athletic  expenditures 
recommended  by  the  Committee  a  year  ago  were  made  by  the  department, 
including  some  additional  reductions  not  included  in  the  January  report  of 
the  Committee.    The  FY  73  budget  :tor  the  department  recommended  here 
departs  from  the  provisional  plan  in  one  respect.   We  propose  one  addi- 
tion to  the  staff  (and  associated  operating  expenses)  to  meet  the  strong 
interest  in  athletics  by  women  students. 

At  the  time  this  report  is  being  written,  the  presidents  of  the  Ivy 
Group  universities  are  awaiting  a  report  by  Professor  Gerald  Brady  of 
Columbia  University  on  cooperative  efforts  that  might  be  undertaken  to 
maintain  the  quality  and  character  of  Ivy  League  athletics  while  reducing 
costs.    We  believe  that  the  correct  approach  lies  in  such  coordinated 
efforts. 

6.  Supporting  Services.       In  general,  we  have  tried  wher- 
ever possible  to  hold  to  the  provisional  plan  for  supporting  services, 
which  called  for  no  staff  increases  in  any  area,  and  for  continuing  staff 
reductions  in  the  Department  of  Physical  Plant.   It  has  not  been  possible 
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SOPHOMORE  MEAL  CONTRACTS 

1.  Introduction 

During  the  course  of  the  past  few  years,  the  question  whether 
sophomores  ought  to  continue  to  be  required  to  purchase  mandatory 
University  meal  contracts  has  several  times  been  raised  and  discussed. 
From  many  points  of  view,  it  has  seemed  desirable  in  principle  to 
release  sophomores  from  the  mandatory  meal  requirement  and  permit 
them  to  enjoy  the  same  range  of  dining  and  social  alternatives*  presently 
available  to  juniors  and  seniors.   During  the  past  two  years,  in  particular, 
the  feasibility  --as  well  as  the  desirability  --of  initiating  a  change  of 
this  kind  has  been  under  sustained  and  intensive  study  by  the  Provost* s 
Office,  the  Office  of  the  Dean  of  Students,  and  the  Department  of  Dormi- 
tory, and  Food  Services.   This  paper  summarizes  some  of  the  major 
benefits  and  costs  involved  in  releasing  sophomores  from  mandatory  meal 
contracts,  and  recommends  a  plan  that  would  enable  the  release  of  approx- 
imately 150  sophomores  from  Commons  contracts  to  be  achieved  relatively 
smoothly  and  at  a  level  of  expenditure  that  appears  to  be  sustainable, 

2.  Mandatory  sophomore  meal  contracts;  discussion. 

Sophomores  as  well  as  freshmen  have  been  traditionally  required 
purchase  University  meal  contracts,  and  the  present  dining  arrangements 
at  Commons  were  planned  with  ample  space  to  accommodate  the  sophomore 
as  well  as  the  freshman  class  (although  the  combined  size  of  these  classes 
has  increased  threefold  --  from  725  to  2,200  --  since  the  facility  was 
constructed).    These  arrangements  have  served  the  University  well  for  a 
long  period  of  time,  and  from  a  number  of  points  of  view,  they  could  be 
continued  for  some  period  into  the  future  on  a  satisfactory  basis.  Cer- 
tainly many  persons  have  felt  over  the  years  that  maintaining  Commons 
as  a  central  dining  facility  for  all  sophomores  as  well  as  freshmen  has 
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to  hold  to  this  policy  in  every  instance,  but  a  real  effort  has  been  made  to 
keep  a  very  tight  rein  on  these  costs.   A  few  comnxents,  both  general  and 
specific,  on  this  area      which  includes  security;  nxiscellaneous  central 
university  services;  academic  and  general  administration;  and  planning, 
plant,  and  properties      are  presented  here  to  illustrate  our  approach. 

The  Committee's  target  of  a  year  ago  for  reductions  over  three 
years  in  physical  plant  personnel  has  already  been  achieved  for  grounds- 
men through  attrition,  while  the  planned  attrition  of  janitors  is  continuing 
even  though  reduced  service  has  led  to  a  number  of  complaints  from  some 
building  occupants.    The  future  of  our  plan  for  savings  in  this  particular 
area  is  not  clear  at  present  —  there  is  some  possibility  that  we  may  have 
cut  back  too  far  in  provision  of  janitorial  service.    The  General  Manager 
and  his  staff  are  now  studying  this  matter. 

A  program  for  reducing  the  heat  in  campus  buildings  during  the 
winter  has  already  been  put  into  effect  as  recommended  by  the  Committee. 

Some  modest  increases  in  student  services  are  recommended  for 
the  FY  73  budget.    (These  are  included  on  the  line  for  "academic  admin- 
istration" in  the  summary  expenditure  table. )  For  example,  there  is  an 
overall  increase  of  nearly  $50,000  for  the  University  Health  Services, 
which  is  accounted  for  primarily  by  the  higher  student  health  insurance 
premiums  necessary  to  secure  more  complete  coverage  of  hospital  and 
surgical  expenses.    Another  proposed  increase  of  nearly  $25, 000  would 
be  used  to  augment  the  staff  of  the  Counseling  Service. 

Increases  in  general  administration  expenses  are  partially  attrib- 
utable to  new  requirements  imposed  on  the  University  from  outside.  For 
example,  we  shall  need  to  spend  nearly  $30,  000  more  in  FY  73  as  a  con- 
sequence of  the  new  federal  occupational  health  and  safety  law. 

Other  modest  increases  in  administrative  costs  are  forced  by 
rising  postal  rates  and  other  increases  in  prices.   These  same  factors 
have  also  required  slight  increases  in  the  operating  budgets  of  some 
academic  departments. 
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given  the  members  of  those  classes  an  opportunity  to  meet  and  come  to 
know  one  another  in  an  informal,  social  context.   During  junior  and  senior 
years,  students  go  their  separate  ways  with  respect  to  dining  and  social 
arrangements.   By  the  time  this  occurs,  however,  they  have  been  able, 
partly  through  the  medium  of  Commons,  to  establish  friendships  with 
classmates  from  various  parts  of  the  campus,  and  these  relationships  are 
apt  to  be  sustained  afterwards,  when  different  individuals  have  joined 
quite  different  kinds  of  social  and  dining  groups.   Commons,  therefore, 
has  been  seen  to  play  a  valuable  socializing  and  even  stabilizing  role  with 
respect  to  certain  aspects  of  undergraduate  life;  and  the  fact  that  sopho- 
mores as  well  as  freshmen  have  been  required  to  eat  in  Commons  has 
allowed  these  students  an  opportunity  to  orient  themselves  fully  to  the 
University  campus  as  a  whole  before  asking  them  to  make  choices 
sometimes  difficult  and  disconcerting  choices      concerning  the  social  and 
dining  side  of  their  lives. 

While  there  is  essential  agreement  that  for  just  these  reasons 
Commons  ought  to  continue  to  serve  Princeton  freshmen  as  it  has  done  in 
the  past,  many  persons  have  felt  for  some  time  that  the  argument  for 
requiring  sophomores  to  eat  in  Commons  is  not  so  compelling.  This  view 
is  based  primarily  upon  a  perception  of  changing  social  patterns  among 
students,  as  well  as  upon  an  analysis  of  related  financial  and  institutional 
considerations.  For  example: 

a.    The  increased  diversity  of  the  undergraduate  student  body, 
and  the  emergence  of  a  greater  range  of  student  life-styles 
during  the  past  five  or  six  years,  has  brought  a  concomitant 
desire  among  undergraduates  for  flexibility  in  dining  arrange- 
ments.   In  general,  individuals  would  like  as  much  as  possible 
to  vary  the  size,  cost,  taste,  location,  and  scheduling  of  their 
meals  to  suit  themselves.  At  the  very  least,  they  would  like 
to  be  able  to  choose  between  relatively  structured  or  unstruc- 
tured dining^situations. 
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Finally,  the  Committee  recognizes  that  the  impending  retirement 
of  the  Financial  Vice  President  and  Treasurer,  together  with  the  appoint- 
ment of  a  new  President  and  a  new  Provost,  is  certain  to  require  some 
other  administrative  adjustments.   It  is  not  likely,  however,  that  the  net 
effect  on  the  budgpt  will  be  significant. 

7.   Salary  Policy.      Perhaps  no  single  policy  recommen- 
dation made  by  the  Committee  last  year  gave  us  so  much  concern  as  the 
proposal  that  there  be  a  virtual  "pay  pause"  for  one  year  for  some  of  our 
best  and  highest  paid  people.    Plainly,  an  adequate  salary  policy  is  essen- 
tial if  Princeton  is  to  attract  and  hold  a  top  rank  faculty  and  a  capable 
supporting  staff. 

Our  report  a  year  ago  recognized  this  concern  explicitly  in  the 
declaration  that  such  an  austere  salary  policy  ought  not  to  be  followed 
for  more  than  one  year.  We  now  propose  that  Princeton  move  ahead  by 
establishing  an  overall  salary  increase  pool  of  5  1/2%  for  FY  73,  con- 
sistent with  the  federal  government's  Phase  II  guidelines.   We  also  wish 
to  make  clear  our  strong  advocacy  of  the  merit  principle  in  apportioning 
these  salary  increases  among  groups  and  individuals,  especially  at  the 
higher  ranks  of  the  faculty  and  staff  where  last  year's  pay  pause  was  felt 
most  severely.   Finally,  the  Committee  endorses  the  efforts  already 
under  way  to  assure  that  there  is  complete  equity  between  men  and  women 
in  the  application  of  salary  policies. 
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Not  only  is  there  presently  a  greater  range  of  student  life- 
styles and  dietary  habits  than  existed  ten  or  fifteen  years  ago 
on  most  university  campuses,  there  are  also  greater  eco- 
nomic differences  among  students  than  previously  existed. 
A  significant  number  of  juniors  and  seniors  (approximately 
150  per  class)  currently  choose  not  to  affiliate  themselves 
with  any  of  the  structured  dining  and  social  alternatives  on 
campus,  and  one  common  motive,  though  not  the  only  one, 
for  "independence"  is  financial.   Independent  students  calcu- 
late that  they  can  save  between  $100  and  $150  a  year food 
bills.    While  the  Commons  contract  remains  moderately 
priced,  it  too  has  risen  significantly  in  the  past  three  years 
(from  $690  to  $800  per  contract),  and  a  good  number  of  soph- 
omores feel  that  they  can  eat  adequately  for  less  money.  At 
a  time  when  students  are  being  asked  to  finance  a  greater 
portion  of  their  own  education  than  before      through  loans  and 
jobs  —  it  does  seem  important  to  try  to  give  them  increased 
opportunities  for  making  reasonable  economies  whenever  pos- 
sible, and  the  economy  of  "independence"  would  be  available 
to  sophomores  if  they  were  no  longer  obliged  to  purchase  Uni- 
versity  meal  contracts. 

Just  as  increased  diversity  in  the  student  body  is  reflected  in 
a  new  variety  of  dietary  and  dining  preferences,  so  too  does 
it  find  expression  in  a  desire  for  different  kinds  of  social  set- 
tings and  situations.   A  good  number  of  students  choose  to 
become  "independent,  "  for  example,  quite  irrespective  of 
economic  considerations,  simply  because  of  the  particular 
kind  of  social  flexibility  and  freedom  which  independency 
allows.    Some  students  prefer  to  live  off  campus  in  apartments, 
still  others  prefer  the  social  milieu  of  Prospect  Street  eating 
clubs,  and  a  large  number  join  one  of  the  various  University- 
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APPENDIX  TABLE  A-1 

PRINCETON  UNIVERSITY 

Operating  Budget:  Income 
(in  thousands  of  dollars) 


1 .  Endowment—^ 

2.  Student  Fees: 

a.  Undergraduate  Tuition 

b.  Graduate  Tuition 

c.  Other!./ 

Subtotal 

3.  Gifts  §  Grants  (non-gov' t) :-/ 

a.  Sponsored  Projects 

b.  Annual  Giving 

c.  Other 

Subtotal 

4.  U.S.  Government  Agencies:—^ 

a.  Sponsored  Projects 

b.  Other 

Subtotal 

5.  Auxiliary  Activities: 

a.  Athletics-/ 

b.  Dorm.  §  Food  Services 

c.  Faculty  §  Staff  Housing 

d.  Married  Student  Housing 

e.  Commercial  Propefties^./ 

Subtotal 

II 

6.  Service  Departments—' 

7.  Other-/ 

GRAND  TOTAL 


1971-72 
Budget 
(15 

14,464 


10,898 
3,828 
251 
14,977 


1,629 
3,300 
3,912 


21,313 
1,761 
23,074 


626 
6,044 
1,365 
433 
785 


19 72 -73 
Projection 

— ttr — 

14,704 


12,490 
4,007 
280 
16,777 


1,581 
3,500 
3,762 
8  843 


22  ,237 
1,337 
23,57? 


588 
6,264 
1,558 
480 
802 
9,692 


Difference 
(2)-(l) 
(3) 

+  240 


+1,592 
+  179 
+  29 
+1,800 


-48 
+  200 
-150 
 +1 


+924 
-424 
■+^ 


-38 
+  220 
+  193 
+  47 
+  17 


3,269 

2,476 
76,354 


3,494 

2,500 
79,584 


+  225 

+  24 
+3,230 


Memorandum:     Summary  of 
Sponsored  Projects 

a.  Direct  Costs 

b.  Indirect  Cost 
Reimbursements 


Total-' 


*/ 


17,215 

5,727 
22,942 


18,063 

5,755 
23;  818 


+  848 

+  28 
■+m 


— '  Sum  of  lines  3a  and  4a. 
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sponsored  facilities^  either  residential  or  non -residential. 
Moreover^  an  increasing  number  of  individuals  choose  to 
experiment  by  trying  something  different  each  year:  it  is  not 
unusual  to  find  students  moving  from  membership  in  a  College^ 
to  membership  in  a  club»  to  spending  senior  year  as  an 
"independent. " 

Sophomores  clearly  would  like  to  have  the  opportunity  to 
choose  social  settings  that  suit  their  individual  dispositions^ 
even  as  juniors  and  seniors  now  do.    Whatever  the  virtues  of 
Commcxis^  it  is  clear  that  the  facility  offers  very  little  except 
dining  space:  there  are  no  lounges  of  any  significance^  no 
informal  socializing  areas^  no  study  rooms^  and  the  design  of 
Commons  as  a  whole  is  not  conducive  to  the  use  of  the  facility 
as  a  general  activity  or  social  center.    Consequently^  sopho- 
mores are  really  inhibited  from  relating  to  or  participating  in 
a  whole  range  of  social  and  other  activities  open  to  juniors  and 
seniors,  and  it  seems  clear  that  the  non-academic  experience 
of  at  least  a  great  many  sophomores  would  unquestionably  be 
more  satisfying  if  they  had  the  possibility  of  joining  social  and 
dining  facilities  that  offered  a  greater  variety  of  activities  and 
pursuits  than  Commons  can  do. 

Because  the  size  of  the  entering  freshman  classes  has  been 
increasing  steadily  in  recent  years.  Commons  has  become 
more  crowded.   Some  of  the  crowding  has  been  relieved  this 
year  because  of  changes  in  the  academic  schedule,  but  the 
combined  freshman  and  sophomore  classes  nowxcxistitute 
virtually  2,  200  students,  as  opposed  to  cxily  1,  600  students 
three  years  ago.   Moreover,  if  the  University  is  to  continue 
its  effort  to  admit  more  qualified  undergraduate  women,  it 
seems  likely  that  the  size  of  entering  classes  will  grow  at  least 
somewhat  greater  in  the  future.   In  short,  while  releasing 
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PRINCETON  UNIVERSITY 

Operating  Budget:  Expenditures 
(in  thousands  of  dollars) 


1.  Academic  Departments: 

a.  Instructional  Salaries 

1.  Faculty,  acad.  year 

2.  Teaching  ast.  stipends 

3.  Teaching  ast.  tuitions 

b.  Other  salaries »  expenses 

and  benefitsZ./ 

c.  Graduate  Fellowships  ^, 

1.  University  Fellowships-' 

2.  Other  Fellowships 

Subtotal 

2.  Special  Academic  Programs—^ 

3.  Undergraduate  Scholarships 

4.  Other  Student  Aid  and  , 

Miscellaneous  Fellowships 

5.  Central  University  Services: 

a.  Libraryil/ 

b.  Computer  Center 

c.  Security 

d.  Other 

Subtotal 
,6.  Administration:^-/ 

a.  Acad.  Administration 

b.  General  Administration 

Subtotal 

7.  Planning,  Plant  §  Properties 

8.  Athletics 

9.  Dormitories  %  Food  Services 

10.  Transfers  to  Reserves—^ 

11.  Salary  increases  (including 

benefits) 

12.  Savings  from  unfilled  positionsT-/ 

and  .unspent  operating  budgets—' 

13.  Allowance  for  Contingencies—^ 

GRAND  TOTAL 

14.  Estimated  Income 

15.  Surplus  or  (deficit) 


*/•■■  ■■•■■■■'  ■      ■     ■  "327 

^  Endowment  and  General  Funds  .{g  ^^^i 


1972-73 

19  71-72  Recommen-  Difference 
Budget  dations  .(2)-(l) 


9,339 
622 
495 

9  ,564 
642 
578 

+  225 
+  20 
+  83 

15,134 

15,861 

+  727 

1,344 
2,557 

1,585 
2,147 

+  241 
-410 
~  o  ou 

9 , 879 

10  2fid 

X  u  1  ^  u  *r 

■f  385 

^      O  w 

3,350 

3,592 

+  242 

546 

546 

3,833 
2,360 
805 
529 
7,527 

3  ,928 
2,391 
818 
541 
7,678 

^  J 
+  31 
+  13 
+  12 
+  151 

3,161 
5,211 
■8,372 

3 , 285 
5,348 
8;633' 

+  124 
+  137 
+  261 

8,784 

8,808 

+  24 

1,242 

1,248 

+  6 

3,709 

3,813 

+  104 

3,672 

3,370 

-30  2 

1,750 

+1,750 

-100 

-250 

-150 

424 

250 

-174 

76,896 

80  ,079 

+3,183 

76,354 

79  ,584 

(542) 

(495) 
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sophomores  from  their  Commons  contracts  leaves  the  facility 
with  somewhat  fewer  students  than  it  can  comfortably  feed,  the 
effort  to  accommodate  both  the  newly  enlarged  freshman  and 
isophomore  classes  in  Coxnmons  has  already  imposed  some 
strain  on  the  facility,  and  will  lead  to  further  crowding  if  the 
size  of  entering  classes  continues  to  expand.   If  sophomores 
were  released  from  Commons,  on  the  other  hand,  this  would 
have  a  beneficial  effect  on  the  atmosphere  of  the  Commons 
environment,  and  would  allow  meals  to  be  taken  at  a  more 
relaxed  pace  under  less  constricted  circumstances. 

e.     In  addition  to  arguments  that  can  be  made  from  the  point  of 
view  of  the  sophomores  themselves,  it  is  clear  that  releasing 
sophomores  from  Commons  contracts  could  also  benefit  other 
groups  within  the  University  community.    Stevenson  Hall,  for 
•example,  would  like  to  be  able  to  admit  sophomores  as  regular 
members,  and  the  Hall  made  an  application  to  this  effect  in 
1970-71.  A  number  of  the  Prospect  Street  eating  clubs  have 
similarly  requested,  over  the  course  of  a  number  of  years, 
permission  to  take  sophomore  members. 

In  conclusion,  a  number  of  factors  argue  for  release  of  sophomores 
from  their  mandatory  contracts.   A  desire  to  extend  to  as  many  under- 
classmen as  possible  the  kinds  of  social  and  dining  opportunities  presently 
available  to  juniors  and  seniors,  a  desire,  to  be  responsive  to  more  diverse 
student  social  and  dining  styles  as  well  as  to  increased  financial  pressures 
upon  students,  and  a  desire  to  assist  both  Stevenson  Hall  and  a  number  of 
the  Prospect  Street  clubs,  all  make  the  case  for  releasing  sophomores 
from  University  contracts  a  strong  and  appealing  one.   Moreover,  the 
issue  is  not  a  new  one:  the  Dean  of  Students  Office  has  felt  for  at  least 
three  years  that  it  would  in  principle  be  desirable  to  discontinue  mandatory 
contrjacts  for  sophomores,  and  requests  for  such  action  from  both  the 
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sophomores  themselves  and  other  parts  of  the  University  (Stevenson  and 
the  clubs)  have  been  a  recurring  phenomenon.   The  problem  has  been 
given  a  considerable  amount  of  sustained  thought  and  study  over  a  consid- 
erable period  of  time  by  several  administrative  offices  in  the  University, 
and  the  general  consensus  is  that  the  problems  deriving  from  mandatory 
sophomore  contracts  are  real,  and  that  they  are  apt  to  persist.  Hence, 
while  the  situation  is  certainly  not  acute  or  critical,  neither  is  it  entirely 
satisfactory;  the  time  seems  ripe  for  a  change,  if  a  change  is  feasible. 

3.    Discontinuing  sophomore  meal  contracts;  logistical  and  financial 
problems. 

Discontinuing  mandatory  meal  contracts  for  sophomores  neces- 
sitates answering  two  important  questions  satisfactorily:  first,  are  there 
a  sufficient  number  of  places  open  for  sophomores  in  existing  dining  and 
social  facilities  outside  of  Commons?  Second,  what  would  be  the  economic 
implications  of  sophomore  release,  and  how  would  any  resulting  deficits 
be  made  up?  Both  of  these  questions  are  discussed  in  this  section  of  the 
present  report. 

After  careful  study  and  debate,  the  Dean  of  Students  Office  and  the 
Faculty  Committee  on  Undergraduate  Life  have  concluded  that  the  financial 
costs  and  the  logistical  complexities  and  uncertainties  of  releasing  all 
sophomores  from  mandatory  meal  contracts  are  simply  too  formidable  to 
be  borne  at  the  present  time.   In  order  to  fund  a  full-release  program, 
the  room  rent  for  every  undergraduate  would  have  to  be  increased  by  $50, 
and  even  then,  the  program  v/ould  have  a  $70,000  adverse  effect  on  the 
student  aid  budget  (resulting  from  lost  jobs  in  Commons,  as  well  as  other 
factors).    Moreover,  a  full-release  program  would  clearly  have  a  sub- 
stantial anf^.  in  many  respects  unpredictable  impact  on  all  existing  dining 
facilities  and  arrangements,  particularly  upon  the  Student  Center,  a 
facility  that  is  already  crowded  and  that  could  scarcely  bear  the  influx  of 
a  few  hundred  more  persons  at  lunch-time.    Ih  short,  while  it  seems 
highly  desirable  to  make  some  significant  change  in  the  present  sophomore 
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meal  contract  situation,  a  total  transformation  of  the  present  situaion  is 
judged  to  be  simply  too  expensive  and  too  unpredictable  from  a  logistical 
point  of  view. 

Although  a  full -release  program  is  unfeasible  at  the  present  time, 
the  Dean  of  Students  Office  and  the  Undergraduate  Life  Committee  have 
designed  a  more  modest  plan  that  will  allow  approximately  150  sophomores 
to  be  free  from  University  board  contracts  and  other  40-60  to  be  offered 
membership  in  Stevenson  Hall,  assuming  there  are  places  open' in  the  Hall. 
In  other  words,  approximately  200  of  the  600  sophomores  presently  in 
Commons  would  be  afforded  dining  and  social  options  not  presently  open 
to  them  (sophomores  have  for  some  time  been  able  to  join  Madison  Society, 
Wilson  College,  and  the  Princeton  Inn  College).   A  program  of  this  kind  is 
substantial  enough  to  make  a  real  difference  to  a  great  many  sophomores, 
as  well  as  to  Stevenson  Hall  and  the  clubs;  at  the  same  time,  it  is  limited 
enough  to  reduce  significantly  both  the  financial  and  logistical  difficulties 
intrinsic  in  a  full-release  program  --  indeed,  the  dimensions  of  the  present 
proposal  are  such  as  to  make  the  project  an  excellent  "pilot"  program  from 
which  much  can  be  learned.   Student  room  rates  would  have  to  be  raised 
by  only  $15  (as  opposed  to  $50)  in  order  to  fund  the  limited- release  plan. 

Several  different  methods  of  paying  for  a  sophomore  release 
proposal  have  been  considered  in  the  studies  imdertaken  during  the  past 
two  years.   There  are  some  inequities  (as  well  as  some  inefficiencies) 
inherent  in  virtually  any  pricing  proposal,  but  the  present  scheme  of 
raising  room  rents  by  $15  minimizes  such  incongruities.  One  might 
argue,  of  course,  that  one  should  raise  the  price  of  the  Commons  con- 
tract, since  the  loss  of  revenues  resulting  from  sophomore  release  occurs 
at  Commons  and  it  can  be  argued  that  those  students  who  eat  in  a  given 
facility  should  carry  the  costs  associated  with  the  operation  of  that  facil- 
ity.  If  this  line  of  reasoning  were  accepted,  then  the  Commons  board 
contract  would  have  to  be  raised  $40-$50  in  order  to  maintain  Commons 
on  a  break-even  basis.  ' 
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Several  reasons  argue  against  financing  sophomore  release  in  this 
way.    Primarily,  while  it  can  be  stated  that  those  students  who  are  mem- 
bers of  a  facility  ought  to  bear  the  costs  associated  with  that  facility,  it 
is  also  the  case  that,  in  this  instance  at  least,  the  students  who  remain  in 
Commons  are  precisely  those  who  do  not  benefit  from  the  ''release"  pro- 
posal.  Releasing  sophomores  from  Commons  will  create  the  new  deficit, 
and  it  is  precisely  the  ''released''  sophomores  themselves  who  will  enjoy 
the  advantages  of  the  new  dispensation.  Under  these  circumstances,  it 
seems  paradoxical  to  present  the  freshmen  and  other  students  who  remain 
in  Commons  with  the  bill  for  sophomore  release.  ^ 

A  different  approach  —  reconunended  in  this  report  —  to  the 
financing  of  the  Commons  deficit  is  distinctly  more  equitable.  Since 
virtually  every  student  on  campus  is  a  sophomore  at  some  point  in  his 
career,  every  future  student  has  the  opportunity  to  benefit  from  a  plan 
that  increases  sophomore  options  by  curtailing  mandatory  meal  contracts. 
As  a  consequence,  it  seems  fair  to  finance  the  Commons  deficit  by 
charging  every  undergraduate  in  the  University  some  portion  of  that  defi- 
cit, since  all  have  the  possibility  to  share  in  the  benefits.    If  the  antic- 
ipated deficit  were  spread  amongst  the  slightly  more  than  4,  000  under- 
graduates, a  $15  rise  in  charges  would  make  up  the  difference.  It  is 
suggested  that  this  rise  be  added  to  the  room  rent  of  undergraduates,  if 
the  plan  were  to  be  accepted,  essentially  because  virtually  all  under- 
graduates have  room  contracts  with  the  University,  whereas  a«great 
number  do  not  have  board  contracts.    In  summary,  if  sophomores  are  to 
be  released  from  mandatory  meal  contracts,  it  seems  advisable  to  spread 
the  costs  of  this  plan  amongst  all  undergraduates,  and  to  achieve  this  end 
by  raising  room  rents  modestly,  rather  than  to  adopt  the  oth^r  alternative 
of  escalating  the  price  of  a  Commons  board  contract. 

344 
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IV.   PROGRAM  BUDGETING 
A,  Introduction 

The  past  fifteen  years  have  seen  the  emergence  and  application  to 
the  non-profit  sector  of  the  so-called  "modern  management  techniques"  of 
Planning,  Programming,  and  Budgeting  (PPB).   Much  of  the  early  work 
concerned  questions  of  national  defense,  but  the  general  techniques  were 
subsequently  applied  to  other  governmental  programs  of  all  kinds, 
including  the  full  range  of  activities  imder  the  purview  of  the  Department 
of  Health,  Education,  and  Welfare.— ^ 

It  would  be  disturbing,  indeed,  if  colleges  and  universities  too 
were  not  interested  in  taking  full  advantage  of  ai^  new  techniques  which 
offered  the  hope  of  improved  performance,  especially  when  the  whole  of 
higher  education  faces  growing  financial  problems  of  a  seriousness 
unprecedented  since  the  depression  of  the  1930's.  It  is  obvious  that  now, 
as  never  before,  every  effort  must  be  made  to  make  effective  use  of 
available  resources  —  both  to  protect  educational  objectives  threatened 
by  insufficient  funds  and  to  persuade  possible  sources  of  additional  funds, 
private  and  public,  that  new  monies  would  be  used  wisely. 

In  the  hope  of  making  some  contribution  to  the  general  under- 
standing of  what  does  and  what  does  not  make  sense  in  a  university  envi- 
ronment, as  well  as  in  the  hope  of  improving  our  own  situation,  we  have 


-    An  excellent  history  of  the  development  of  PPB  within  the  Federal 
Government  is  provided     the  tiiree  short  books  based  on  the  H.  Rowan 
Gaither  lectures  at  the  University  of  California,  Berkeley.    See  Charles 
J.  Hitch,  Decision-Making  for  Defense,  University  of  California  Press, 
1965;  Charles  L.  Schultze,  The  Politics  and  Economics  of  Public 
Spending,  Brookings  Institution,  1968;  and  Alice  M.  Rivlin,  Systematic 
Thinking  for  Social  Action,  Brookings  Institution,  1971.   Each  of  these 
books  is  instructive  in  its  own  right  and,  read  sequentially,  they  depict 
the  evolution  of  PPB  quite  well. 
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been  investigating  the  applicability  of  PPB  techniques  as  one  part  of  our 
larger  study  of  resource  allocation  in  universities.  As  explained  at  the 
beginning  of  this  report,  ours  has  been  a  "demonstration  project"  from 
the  outset,  intended  to  produce  results  for  a  particular  institution,  and,  as 
such,  may  complement  some  of  the  more  general  work  done  by  others.—^ 

Over  the  years,  a  wide  variety  of  things  have  come  to  be  associated 
with  PPB.  It  is  not  our  aim  here  to  try  to  sort  out  which  "really  belong" 
and  whichLdo_not.   Instead,  we  will  use  the  concept  rather  loosely  to  cover 
a  diversity  of  forms  of  economic  analysis,  management  techniques,  and 
so  on,  which  have  in  common  a  family  resemblance  deriving  from  the  way 
they  relate  to  the  parent  --a  full-scale  Planning,  Programming,  and 
Budgeting  System. 

In  this  report  we  wiU  first  describe  the  general  approach  repre- 
sented by  a  fully  developed  Planning,  Programming,  Budgeting  System, 
the  rationale  behind  it,  the  steps  needed  to  institute  it,  and  some  of  the" 
particular  problems  posed  for  PPB*in  a  college  or  university  setting.  We 
will  follow  this  rather  general  discussion  with  a  description  of  some  of  the 
applications  we  have  tried  to  make  thus  far  at  Princeton.   Finally,  we 
conclude  with  an  appraisal  of  the  strengths  and  limitations  of  PPB  as  a 
tool  for  decision-making  in  educational  institutions. 


-   For  a  relatively  early  discussion  of  the  general  application  of  PPB 
to  universities,  see  Harry  William,  Planning  for  Effective  Resource  Allo- 
cation in  Universities,  American  Council  on  Education,  1966.  More 
recently,  considerable  work  on  this  general  subject  has  been  done  at  the 
University  of  California  (see  George  Weather sby,  "The  Development  and 
Applications  of  a  University  Cost  Simulation  Model, "  Office  of  Analytical 
Studies,  University  of  California,  June  1967,  as  well  as  subsequent  re- 
search memoranda),  at  the  University  of  Toronto,  and  at  a  number  of 
other  universities  as  well.  The  Management  Information  Systems  Office 
of  the  National  Center  for  Higher  Education  Management  Systems 
(NCHEMS)  at  the  Western  Interstate  Commission  for  Higher  Education 
(WICHE)  is  at  work  on  a  large  scale  effort  to  develop  management  infor- 
mation systems  and  PPB  systems  for  imiversities  (see  James  Farmer, 
"Why  Planning,  Programming,  Budgeting  Systems  for  Higher  Education?" 
WICHE,  February  1970).  yyjarx 
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It  is  worth  saying  here  that  from  the  outset  of  our  interest  in  this 
subject  —  when  we  first  discussed  our  objectives  with  representatives  of 
the  Ford  Foundation  —  we  have  stressed  our  intention  of  trying  to 
determine  to  what  extent  the  techniques  of  PPB  are  and  are  not  applicable 
to  a  university  such  as  Princeton,   Thus,  we  have  hoped  to  protect 
against  the  danger  that  PPB  vrould  be  oversold,  no  less  than  the  danger 
that  its  advantages  would  fail  to  be  recognized. 


847 
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B.    Program  Budgeting  as  a  General  Approach 

Principal  Characteristics  of  PPB 

The  main  features  of  a  Planning,  Programming,  Budgeting  System 
can  bo  summarized  simply.   Indeed,  the  complex  terminology  and  the 
early  mystique  sometimes  associated  with  it  notwithstanding,  PPB  is 
really  nothing  more  than  the  orderly  application  of  common  sense  to  the 
process  of  allocating  limited  resources  among  competing  ends.  As 
Alice  Rivlin  has  put  it: 

Anyone  faced  with  the  problem  of  running  a  govern- 
ment program,  or,  indeed,  any  large  organization, 
would  want  to  take  these  steps  to  assure  a  good  job: 
(1)  Define  the  objectives  of  the  organization  as  clearly 
as  possible;  (2)  find  out  what  the  money  was  being 
spent  for  and  what  was  being  accomplished;  (3)  define 
alternative  policies  for  the  ftiture  and  collect  as  much 
information  as  possible  about  what  each  would  cost  and 
what  it  would  do;  (4)  set  up  a  systematic  procedure  for 
bringing  the  relevant  information  together  at  the  time 
the  decisions  were  to  be  made.   PPBS  was  simply  an 
attempt  to  institutionalize  this  common  sense  approach 
in  the  government  budgeting  process.!/ 

The  theoretical  basis  of  PPB  has  been  described  at  length  else- 
2/ 

where,  —  and  while  there  are  important  problems  of  concept  that  remain 


-  See  her  Systematic  Thinking  for  Social  Action,  p.  3. 
2/ 

-  The  original  sources  usually  cited  are  the  Rand  Corporation's 
papers  of  the  late  1950's  on  defense  management.  See  Charles  J.  Hitch 
and  Roland  N.  McKean,  The  Economics  of  Defense  in  the  Nuclear  Age 
(Harvard,  1960),  andE.S.  QuadeandW.I.  Boucher,  Systems  Analysis 
and  Policy  Planning:  Applications  in  Defense  (New  York:  American 
Elsevier  Pub.  Co.,  1968).   Other  references,  in  addition  to  those  cited 
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either  unclear  or  controversial,  this  is  not  the  place  to  enter  into  a 
technical  and  abstract  discussion  of  such  matters.  We  shall,  however, 
return  to  four  basic  conceptual  issues  affecting  almost  all  attempts  at 
program  budgeting  when  we  consider  applications  to  higher  education: 

(1)  the  specification  of  objectives,  "outputs,  "  or  "final  products;" 

(2)  attaching  values  to  various  kinds  of  outputs;  (3)  the  allocation  of  joint 
costs  among  program  categories;  and  (4)  the  distinction  between  incre- 
mental and  average  costs. 

Basic  Definitions.      Before  proceeding  further  it  may  be  helpful 
to  offer  some  working  definitions  of  the  components  of  a  PPB  system. 

""Planning"  is  the  analysis,  the  discussion,  and  the  making 
of  decisions  on  resource  allocation  issues  which  have  implications  for 
several  years  in  the  future.  "Cost-effectiveness"  and  "cost -benefit" 
analyses  often  provide  useful  background  information  for  planning  deci- 
sions.—^ They  are  parts  of  the  planning  process. 

—"Programming"  is  the  recording  of  planning  decisions  in  a 
long-range  plaiming  document  (the  "long-range  plan").    This  docimient  is 
organized  by  "program"  or  output -related  categories  and  shows  the 
resource  costs  involved  in  carrying  out  the  plaxming  decisions.  The 
resources  needed  are  described  in  terms  of  personnel,  plant  and  equip- 
ment, and  annual  outlays  of  dollars.   The  document  is  a  record  of  deci- 
sions made  to  date  and  represents  the  approved  plan. 

—"Budgeting"  is,  of  course,  a  traditional  function.  Within  a 
PPB  system,  however,  "budgeting"  has  certain  specific  connotations.  It 
implies  performing  the  traditional  budgeting  functions  with  reference  to  a 
long-range  plan  and  it  entails:  (1)  the  generation  of  detailed  requests  for 
the  resources  to  carry  out  the  near  year  of  the  long-range  plan;  (2)  the 


—    For  definitions  and  discussions  of  these  concepts,  see  Hitch  and 
McKean,  op.  cit. ,  as  well  as  the  great  volume  of  literature  on  these 
techniques  which  has  appeared  subsequently.  ' 
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review  of  these  requests  to  see  if  they  are  consistent  with  the  long-range 
plan;  (3)  budget  decisions;  and  (4)  monitoring  of  budgets  throughout  the 
year. 

Establishment  of  "Program"  Categories  and  the  Measurement 
of  Output.  —  If  we  compare  PPB  with  most  earlier  budgeting  systems, 
one  of  the  principal  differences  is  the  format  used  to  summarize  financial 
and  other  data.   A  large  part  of  the  impetus  behind  the  development  of 
PPB  was  the  recognition  that  traditional  budget  categories  did  not  permit 
decision-makers  to  see  the  full  dollar  costs,  including  the  costs  of  sup- 
porting services,  associated  with  a  particular  program.   Nor  did  tradi- 
tional budget  categories  encourage  the  coordination  of  financial  data 
with  other  data  which  described  programs  under  consideration  and  gave 
some  indication  of  their  "output." 

In  an  effort  to  correct  these  deficiencies,  program  budgeting  puts 
considerable  emphasis  on  establishing  categories  defined  in  terms  of  the 
objectives  of  the  organization  and  what  are  considered  to  be  its  final 
products.   Thus,  any  fully  developed  PPB  system  will  have  at  least  one 
set  of  mutually  exclusive  program  categories.    Our  initial  efforts  to  devise 
categories  for  Princeton,  and  to  allocate  costs  among  them,  are  described 
below,  and  there  is  no  need  to  anticipate  that  discussion  here* 

Several  general  characteristics  of  the  process  of  establishing  and 
using  program  categories  do  deserve  mention  at  this  point,  however. 
First,  most  organizations  Will  want  to  have  several  levels  of  program 
categories.  In  a  imiversity,  for  example,  graduate  education  may  be 
regarded  as  one  large  category  for  some  purposes;  but  it  may  in  turn  be 
broken  down  into  a  category  consisting  of  all  Ph.  D.  programs  in  the  arts 
and  sciences,  another  "second- level"  category  for  professional  graduate 
training  in  business,  and  so  on.   Then,  within  the  "second-level"  category 
consisting  of  all  Ph.D.  programs  in  the  arts  and  sciences,  it  will  be 
important  for  some  purposes  to  work  with  **third-level"  categories  con- 
sisting of  Ph.D.  programs  in  particular  disciplines.   One  use  to  which  a 
departmental  breakdown  of  Ph.  D.  programs  was  put  at  Princeton  has 
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already  been  shown  by  our  discussion  of  the  suspension  of  the  graduate 
program  in  Slavic  Languages  and  Literatures  (see  pp.  109-119).   Of  course, 
even  finer  breakdowns  may  be  required  for  still  other  purposes,  especially 
in  the  case  of  departments  which  have  fairly  well-defined  "sections"  -- 
e.  g. ,  Romance  Languages  contains  French  and  Spanish  sections  —  and  a 
careful  analysis  of  the  activities  of  this  department's  graduate  program 
requires  that  these  separate  sub-programs  be  distinguishable. 

There  is  also  a  further  point  to  be  made  concerning  program  cate- 
gories  which  may  have  more  applicability  to  universities  than  to  most 
other  organizations.    Many  occasions  may  arise  in  which  it  will  be  neces- 
sary to  work  with  program  categories  which  overlap  or  cut  across  one 
another.   To  illustrate,  Princeton  has  had  a  particular  interest  in  inter- 
national and  regional  studies  for  some  years,  and  it  is  important  to  be 
able  to  consider  together  all  activities  falling  within  this  grouping  for  pur- 
poses of  budgeting,  fund-raising,  and  coordination  in  the  development  and 
carrying  out  of  teaching  and  research  activities.   Thus,  for  some  pur- 
poses, international  and  regional  studies  can  be  said  to  constitute  a  pro- 
gram  element.   Yet,  the  resources  that  go  into  this  program  --  faculty 
time,  library  materials,  space,  and  so  on      also  cut  across,  and  contri- 
bute directly  to,  a  variety  of  other  programs  —  e.  g.    graduate  work  in 
political  science.   Many  other  examples  can  be  given  of  overlapping  pro- 
gram elements,  some  of  which  will  be  discussed  below  when  we  consider 
specific  applications  (for  example,  the  introduction  of  coeducation).  The 
general  point  is  that  any  PPB  system  needs  to  be  sufficiently  flexible  to 
accommodate  both  various  levels  of  programs  and  the  need  to  work  with 
overlapping  program  elements. 

Our  last  general  comment  concerning  program  categories  per  se 
is  a  negative  one:  the  establishment  of  program  categories  in  no  way 
replaces  the  need  for  budget  categories  of  the  traditional  kind^  with  entries 
corresponding  to  the  location  of  operating  responsibilities  and  the  nature 
of  the  accounting  system.  At  Princeton,  we  have  continued  to  summarize 
our  own  financial  conclusions  in  the  traditional  way,  as  explained  above 
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(see  pp.  36-43  and  especially  Tables  1  and  2),  and  we  have  done  so  not 
just  because  of  the  necessity  of  working  Avithin  an  established  accounting 
system.   The  more  basic  arguments  for  the  traditional  format  are: 
(1)  that  it  is  useful  in  projecting  certain  sources  of  income  (e.  g. ,  endow- 
ment, gifts  and  grants,  and  student  fees),  whatever  activities  or  programs 
they  finance;  and  (2)  that  it  is  indispensable  for  controlling  and  monitoring 
the  supporting  services  provided  by  a  host  of  departments  such  as  Pur- 
chasing, which  has  an  identity  of  its  own  under  the  traditional  format  but 
not  under  a  program  budgeting  format.   Given  the  need  for  both  formats, 
it  is  essential  that  methods  be  developed,  appropriate  to  the  accounting 
system  of  each  organization,  which  will  permit  the  ready  translation  of 
data  from  a  program  budget  format  to  a  traditional  budget  format  and  vice 
versa. 

Lest  anyone  think  that  the  establishment  of  suitable  sets  of  program 
categories  will  lead  directly  to  strong  conclusions  concerning  difficult 
questions  of  resource  allocation,  it  should  be  emphasized  that  any  such 
sweeping  result  is  precluded  by  the  enormous  difficulties  of  measuring 
and  comparing  the  "outputs"  of  separate  program  categories.   How  is  one 
to  measure,  in  any  quantitative  way,  the  output  of  research  done  by  a 
Classics  Department  and  then  to  express  the  result  in  a  form  commen- 
surate with  the  value  attached  to  the  research  done  by  the  Physics  Depart- 
ment or  to  the  education  offered  by  either  department  at  graduate  and 
undergraduate  levels?  The  outputs  of  universities  are  basically  people 
and  knowledge,  the  qualitative  dimension  of  each  is  extremely  important, 
and  no  very  satisfactory  measures  of  performance  exist. 

Of  course,  these  problems  of  finding  quantitative  measures  of 
output  are  not  unique  to  educational  institutions.  As  Alice  Rivlin  has 
noted,— ^  the  measurement  of  the  benefits  of  many  "people"  programs  is 


—  Systematic  Thinking  for  Social  Action,  especially  pp.  51-60  and 
pp.  5,  7. 
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still  in  its  rudimentary  stage,  and  there  is  no  assurance  that  convincing 
solutions  will  ever  be  obtained.    Thus/  she  concludes  that  it  is  not  pos- 
sible to  say  >«diether  it  would  do  society  more  good  to  cure  cancer  than  to 
teach  poor  children  to  read  better;  nor  does  she  believe  that  this  is  a 
temporary  situation. 

The  basic  reason  for  our  difficulty  here  is  that  education^  like 
many  other  public  activities  (includingj  it  should  be  noted,  the  activities 
of  the  Department  of  Defense  where  much  of  the  early  work  on  PPB  was 
done),  produces  outputs  which. are  not  sold  in  competitive  markets.  As 
a  result,  the  usual  yardstick  of  the  economist  in  measuring  the  value  of, 
say,  a  ton  of  steel  or  a  television  set      market  price  —  is  inapplicable. 
Most  research  is  not  "sold"  at  all,  at  least  through  any  market  mecha- 
nism, and  tuition  can  hardly  be  regarded  as  the  "market  price"  of  educa- 
tion at  either  undergraduate  or  graduate  levels. 

Our  inability  to  express  varying  outputs  in  conmiensurate  units 
(dollars  or  something  else)  generally  makes  it  impossible  to  reach  obvious 
and  noncontroversial  decisions  when  comparing  programs  with  very  dif- 
ferent outputs.    To  refer  to  Alice  Rivlin^s  general  discussion  of  the  same 
kinds  of  problems  once  more,  she  has  noted:  "If  any  analyst  thought  it 
was  going  to  be  easy  to  make  social  action  programs  work  better  or  to 
make  more  rational  choices  among  programs,  he  is  by  now  a  sadder  and 
wiser  man.   The  choices  are  genuinely  hard  and  the  problems  extra- 
ordinarily complex  and  difficult.  "— '  Similar  observations  have  been  made 
by  people  with  experience  in  other  areas* 

None  of  this  is  to  say  that  analysis  based  on  program  categories  is 
not  useful.   On  the  contrary,  we  believe  that  knowing  the  full  resource 
costs  of  different  programs  can  be  extremely  valuable,  even  when  one  is 
still  forced  to  rely  on  judgments  concerning  the  value  of  this  or  that 


—    Systematic  Thinking  for  Social  Action,  p.  5. 
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program  that  are  either  largely  intuitive  or  based  on  some  consensus  of 
professional  opinion.    {See,  for  example^,  our  earlier  discussion  of  Slavic 
Languages  and  Literatures. )  Moreover^  there  are  instances  when  what 
we  need  to  compare  is  not  two  different  outputs^  but  two.  (or  more)  ways 
of  performing  essentially  the  same  function,  and  in  such  cases  it  is  com- 
parisons of  resource  costs  that  matter  most.   In  short,  our  purpose  in 
stressing  the  problems  of  valuing  outputs  is  not  to  scare  people  away  from 
PPB  as  it  maybe  applied  to  educational  institutions,  but  to  recognize  one 
reason  why  such  applications  constitute  an  art  form,  not  an  exact  science, 
and  a  difficult  one  at  that. 

Developing  and  Using  a  Long-Range  Plan.  -  -  Another  important 
difference  of  a  generic  sort  between  a  program  budgeting  system  and  most 
traditional  budgeting  systems  is  that  the  former  puts  more  emphasis  on 
multi-year  planning  and  decision-making.   The  long-range  plan  is  the  key 
document  in  any  fully  developed  PPB  system. 

All  organizations  with  multi-year  commitments  and  resource  con- 
u^straints  need  some  degree  of  long-range  planning.    In  colleges  and  univer- 
sities, the  presence  of  tenure  commitments,  heavy  investments  in  fixed 
plant,  commitments  to  students  entering  degree  programs  extending  over 
a  number  of  years,  and,  in  many  cases,  heavy  reliance  on  "permanent" 
sources  of  income  such  as  earnings  from  endowment  imply  the  need  for 
serious  attention  to  forward  planning. 

The  long-range  planning  process  in  any  organization  involves 
considering  together  the  resources  likely  to  be  available  at  various  points 
in  time  and  the  demands  of  competing  programs  as  they  may  be  expected 
to  change  over  time.    Looking  at  resource  allocation  decisions  with  some 
time  perspective  is  particularly  useful  when  there  is  a  need  to  compare 
programs  that  have  high  initial  costs  but  low  operating  costs  with  other 
programs  that  have  low  initial  costs  but  high  operating  costs. 

Another,  perhaps  even  more  important,  benefit  of  long-range 
planning  is  that  through  it  we  can  attempt  to  match  the  total  projected 
costs  of  all  programs  with  the  resources  likely  to  be  available.  Planning 
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in  this  way  can  help  to  avoid  inefficient  stopping  and  starting  of  programs. 
In  addition^  with  long-range  planning  we  are  able  to  develop  some  sense 
of  the  need  for  additional  resources  in  the  future.   Projections  of  future 
needs  can  in  turn  aid  fund-raising  as  well  as  encourage  those  responsible 
for  immediate  decisions  regarding  programs  to  strike  a  reasonable  balance 
between  cutting  programs  to  match  resources  and  attempting  to  find  more 
.resources  to  support  present  or  proposed  programs. 

Finally,  even  a  rudimentary  long-range  plan,  of  the  sort  repre- 
sented by  the  provisional  plans  included  as  parts  of  the  two  reports  of  the 
Priorities  Committee  reproduced  above,  serves  the  important  purpose  of 
conveying  openly  and  explicitly  the  assumptions  and  tentative  decisions  in 
force  at  the  present  time.   This  provides  a  single  point  of  reference; 
thus,  discussions  of  changes  and  additions  to  the  plan  can  all  start  from  a 
common  base. 

It  is  hard  to  generalize  concerning  the  span  of  years  that  should  be 
covered  by  a  long-range  plan.    No  doubt  the  right  number  of  years  will 
vary  from  organization  to  organization  and  within  organizations  from  time 
to  time,,  depending  on  the  speed  of  change,  the  experience  to  date  with  long- 
range  planning,  its  time  horizon,  and  so  on.   The  period  should  be  long 
enough  to  show  the  implications  of  major  commitments  but  not  so  long 
that  uncertainty  makes  the  estimates  at  the  outer  end  useless.  Many 
organizations  seem  to  have  concluded  that  five  years  is  about  right.  Our 
first  attempt  at  any  comprehensive  plan  (the  provisional  plan  in  the 
1971-72  Report)  reached  three  years  into  the  future.    As  will  be  explained 
below,  we  now  think  that  four  years  is  perhaps  the  best  norm  for  most 
colleges  and  universities,  and  in  the  1972-73  Report  we  extended  our 
provisional  plan  to  four  years.   Of  course,  whatever  the  period  covered 
by  a  plan,  it  will  have  to  be  updated  and  revised  each  year. 

In  any  fully  developed  PPB  system,  the  long-range  plan  will  be 
organized  along  programmatic  lines.   Thus,  such  plans  normally  do  not 
have  traditional  budget  departments  as  units.    In  particular,  indirect  ser- 
vice activities  such  as  purchasing  and  operation  and  maintenance  of 
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buildings  are  usually  distributed  among  the  **output**  activities  which  they 
support.    However^  the  degree  to  which  indirect  activities  should  be 
distributed  obviously  depends  on  the  organization.    And,  to  repeat  a  point 
made  above^  it  is  essential  that  the  information  represented  in  program- 
matic form  be  readily  translatable  into  the  n^ore  traditional  budget  format. 
Indeed^  if  our  experience  is  any  guide^  organizations  just  starting  to  plan 
systematically  will  probably  find  it  advantageous  to  project  expenditures 
.  and  income  in  terms  of  the  traditional  categories  as  a  first  step.   At  any 
rate^  this  is  what  we  did  in  developing  our  provisional  plan^  and^  as  we 
will  indicate  in  the  appraisal  of  program  budgeting  which  concludes  this 
report^  we  do  not  believe  that  full  implementation  of  the  program  budgeting 
format  will  prove  worthwhile  for  many  colleges  and  universities  of  modest 
size. 

Whatever  the  form  in  which  the  plan  is  expressed^  we  are  firmly 
convinced  that  it  should  record  explicitly  the  implications  for  the  next 
several  years  of  decisions  taken  to  date.   We  are  also  convinced  that  it 
should  be  a  formal  document  and  not  bits  and  pieces  of  information  in  the 
files  (or  minds)  of  various  individuals.  If  an  organization  tries  to  be 
more  casual  than  this«  it  runs  the  risk  of  losing  the  very  considerable 
advantages  of  the  formalized  process  of  long-range  planning  listed  earlier. 

Alternative  Long-Range  Plans  and  Simulations.       Another  general 
charactefristic  of  PPB  systems  is  the  encouragement  they  provide  to  con- 
sideration of  alternative  courses  of  action^  defined  broadly^  and  to  the  use 
of  simulation  techniques  for  this  purpose.    If  an  institution  is  operating 
within  the  context  of  a  plan  of  the  sort  alluded  to  above^  it  is  possible  to 
represent  alternative  courses  of  action^  however  much  or  little  they  may 
differ  from  one  another^  as  alternative  total  plans.   The  importance  of 
representing  contemplated  policies  as  total  alternative  plans  is  that  this 
procedure  forces  consideration  of  the  likely  effects  of  a  major  change  in 
policy  (e.  g.^  expanding  or  contracting  the  size  of  the  Graduate  School) 
on  all  aspects  of  the  life  of  the  institution  (the  undergraduate  prrSgram,  the 
balance  of  the  institution  by  discipline/  the  rank  structure  of  the  faculty. 
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the  nature  of  library  collections,  and  so  on).   Of  course,  it  is  possible  to 
consider  each  of  these  dimensions  of  a  proposed  policy  in  the  absence  of  a 
general  plan  and  of  a  PPB  system,  but  since  all  of  these  aspects  of  a  uni- 
versity have  interlocking  effects  on  one  another,  it  is  hard  to  do  effectively 
without  a  regularized  way  of  taking  account  of  the  interactions. 

By  focusing  attention  on  the  various  programmatic  objectives  of 
the  institution,  on  the  resource  costs  of  each,  and  on  projections  for  the 
future,  a  PPB  system  reduces  the  likelihood  that  major  decisions  will  be 
taken  without  proper  consideration  of  all  the  educational  and  financial 
implications.    A  fully  developed  PPB  system,  with  a  strong  data  base, 
also  increases  the  possibility  of  exploring  the  implications  of  alternative 
courses  of  action  by  means  of  simulations:  calculating  the  impact  on  the 
total  operations  of  the  university  of  each  of  the  alternatives  under  consid- 
eration given  various  assumptions  about  uncontrollable  parameters.  In 
fact,  our  first  attempt  to  apply  some  of  the  basic  concepts  noted  here 
involved  a  simulation  of  the  effects  on  Princeton  of  adding  1,  000  women 
undergraduates.   While  far  from  a  complete  application  of  the  general 
approach  being  described  (we  did  not  consider  as  many  other  alternatives 
as  would  have  been  desirable),  this  study  proved  useful  to  us,  and  its 
conclusions  have  stood  up  well.    We  are  now  involved  in  a  more  compre- 
hensive set  of  simulations  having  to  do  with  alternative  futures  for  the 
undergraduate  college . 

The  Role  of  Judgment.       It  should  be  clear,  especially  from  the 
above  discussion  of  the  problems  of  measuring  educational  ^^outputs,  that 
PPB  and  the  associated  techniques  of  analysis  do  not  replace  judgment  in 
decision -making.   This  point  has  been  made  over  and  over  again  in  the 
literature  on  PPB,  but  it  is  worth  repeating  here  since  there  still  seems 
to  be  some  misunderstanding.    PPB  does  not  provide  a  way  of  making 
decisions  ^'automatically,  'Vand  we  know  of  no  one  who  has  ever  worked 
with  PPB  who  claims  that  it  does.   PPB  and  its  supporting  analysis  are 
simply  aids  to  judgment;   They  provide  useful  background  information  and 
handle  many  details  in  a  systematic  way     thus  allowing  judgment  to  focus 
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on  the  general  and  central  issues.    Formal  modes  of  analysis,  no  matter 
how  sophisticated,  can  never  replace  judgment  in  (1)  the  basic  choice  of 
objectives,  (2)  the  relating  of  the  quantitative  measures  used  in  the 
analysis  to  these  objectives,  (3)  the  weighing  of  important  non -quantifiable 
factors  involved  in  decisions,  and  (4)  the  actual  making  of  decisions  con- 
cerning particular  courses  of  action  to  be  followed. 

Steps  Toward  a  PPB  System 

Most  of  the  main  steps  that  need  to  be  taken  by  an  organization 
wishing  to  implement  a  fully  developed  PPB  system  follow  directly,  in  a 
self-evident  way,  from  the  general  characteristics  of  PPB  just  described. 
Nevertheless,  it  may  be  useful  to  summarize  these  steps,  in  outline  form: 

1.  Prepare  a  description  of  the  purposes,  goals,  and 
objectives  of  the  institution. 

2.  Establish  one  or  more  sets  of  categories  (programs) 
serving  these  purposes. 

3.  Assemble  and  organize  the  data,  financial  and  other, 
needed  to  construct  a  multi-year  plan. 

4.  Construct  a  multi-year  plan  for  the  institution  indicating 
the  main  program  elements  and  showing  for  each  program: 

a.  The  resources  to.be  devoted  to  it  and  how  they 
are  to  be  expended  (personnel,  space,  etc. ). 

b.  The  goals  to  be  achieved  by  the  application  of 
these  resources. 

5.  Establish  an  aimual  planning  cycle  for  review  of  the  multi- 
year  plan,  its  extension  for  another  year,  and  discussion 
of  major  modifications  to  it. 

6.  See  that  the  annual  budgeting  cycle  relates  to  the  planning 
cycle  and  to  the  multi -year  plan  itself,  with  the  budgeting 
process  serving  to  make  detailed  adjustments  for  the 
budget  year,  to  specify  the  budget  in  line-item  detail,  and 
to  monitor  expenditures  and  income  flows. 
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We  have  nothing  by  way  of  general  comments  to  add  to  what  we 
have  already  said  concerning  steps  2,  4,  5,  and  6,   Steps  1  and  3,  how- 
ever, require  a  few  words  of  comment. 

Describing  the  Purpose  of  the  Institution.  —  To  many  people  with 
a  pragmatic  bent,  efforts  to  describe  purposes  often  seem  hollow  and 
'pointless      and,  indeed,  they  can  be  both,  especially  if  carried  to  foolish 
lengths.   It  is  also  true,  however,  that  being  forced  to  make  a  few  state- 
ments concerning  purposes  can  provide  a  useful  discipline  as  well  as  a 
starting  point  for  more  detailed  analysis. 

The  analysis  of  the  purposes  of  a  university  is  a  complex  matter. 
As  will  be  seen  below,  we  have  analyzed  the  Princeton  University  budget 
in  terms  of  the  portions  serving:  (1)  graduate  education;  (2)  under- 
graduate education;  and  (3)  research  and  the  preservation  of  knowledge. 
These  are  extremely  broad  purposes,  however,  and  two  institutions  which 
shared  these  objectives  might  still  differ  significantly  in  terms  of  more 
precise  goals.    For  example,  graduate  education  can  concentrate  on  Ph.  D. 
programs,  on  professional  programs  in  fields  such  as  medicine  or  busi- 
ness, or  on  M.  A.  programs  in  fields  such  as  education  and  social  work. 
Moreover,  there  are  important  choices  to  be  made  concerning  the  number 
of  fields  to  be  covered,  the  degree  to  which  the  institution  should  empha- 
size numbers  of  students  taught,  the  emphasis  to  be  given  to  quality,  and 
so  on.   Even  within  a  seemingly  circumscribed  field  such  as  international 
affairs,  one  institution  may  choose  to  emphasize  training  for  the  foreign 
service  while  another  may  emphasize  economic  development.   At  the 
undergraduate  level  there  are  a  host  of  similar  questions  including  size 
and  diversity  of  the  student  body,  commitment  to  the  economically  dis- 
advantaged, and  so  on.    So,  too,  must  choices  be  made  with  regard  to  the 
purposes  of  organized  research:  the  emphasis  to  be  given  to  basic  versus 
applied  work,  the  particular  areas  (e.  g. ,  population  research)  in  which 
the  institution  chooses  to  specialize,  and  so  on. 

Pojj^ many  institutions  --  and  this  has  been  our  own  experience  thus 
far  —  it  may  be  difficult  to  give  precise  answers  to  many  important 
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questions  of  purpose,  especially  where  it  is  the  degree  of  emphasis  that 
needs  to  be  specified.    Also,  considerations  of  morale  and  of  sensitivity 
to  the  feelings  of  individuals  concerned  may  argue  against  being  as 
explicit  as  one  could  be,  in  any  public  document,  concerning  the  future 
of  a  particular  academic  specialty  or  department.  For  all  of  these 
reasons^  a  statement  of  purposes  may  have  to  be  fairly  vague;  still,  even 
general  statements  can  give  a  direction  to  the  organization  of  program 
categories  and  can  stimulate  questions  to  be  considered  quietly  if  not 
incorporated  in  official  pronouncements. 

Assembling  and  Organizing  Data.      The  bookkeeping,  information, 
and  general  operating  systems  of  most  institutions      or  at  least  most 
colleges  and  universities  —  are  not  immediately  and  without  some  trauma 
adaptable  to  the  needs  of  a  fully  developed  PPB  system.   Any  organization 
considering  the  adoption  of  this  general  approach  must  be  prepared  to 
invest  a  consideri'^ble  amount  of  energy  and  resources  in  the  conceptual, 
clerical,  and  data  processing  work  necessary  to  provide  a  basic  set  of 
data  including  both  financial  and  non -financial  information. 

The  CAFSIS  system,  described  in  Appendix  C  to  this  report, 
illustrates  one  way  of  collecting  and  assembling  information  relating  to 
courses,  enrollments,  faculty  time,  and  space  utilization.   The  correla- 
tion of  this  information  with  other  data,  including  budget  results  and 
projections,  constitutes  an  initial  effort  on  our  part  to  develop  some 
basis  for  evaluating  the  resource  costs  of  various  academic  programs. 
The  construction  of  the  whole  set  of  forms  related  to  faculty  manning 
represents  a  related  effort  to  systematize  that  aspect  of  university 
planning.    More  generally,  the  changes  we  have  made  in  the  nature  and 
timing  of  the  budget  cycle,  and  the  procedures  followed  by  the  Prior- 
ities Committee,  have  served,  at  least  to  some  extent,  to  integrate  the 
analysis  of  all  sorts  of  data  with  the  process  of  defining  goals  and  creating 
a  provisional  plan.  Finally,  the  development  of  the  program  budget,' 
presented  in  various  versions  below,  shows  one  way  in  which  information 
about  capital  costs,  space,  and  other  direct  and  indirect  costs  can  be 
grouped  by  program  headings. 
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We  mention  these  various  specific  steps  not  to  list  achievements, 
but  to  give  some  idea  of  what  is  involved  in  creating  the  data  base  neces- 
sary for  almost  any  work  along  the  lines  of  program  budgeting. 

Organization  and  Staffing.--   Although  it  is  not  listed  in  the  above 
outline  as  a  distinct  "step"  in  the  establishment  of  a  PPB  system,  it  is 
obvious  that  certain  organizational  decisions  and  appointments  of  key 
people  are  prerequisite  to  all  else.    There  are  so  many  differences  among 
institutions  as  to  basic  organizational  structure  that  it  would  be  difficult 
if  not  impossible  to  specify  any  single  way  in  which  the  process  of  program 
budgeting  should  be  built  into  an  organization.    So  much  depends  on  both 
the  existing  organization  and  the  talents  of  individuals  occupying  various 
positions. 

Three  generalizations,  however,  do  seem  to  us  to  be  warranted. 
First,  if  an  attempt  is  to  be  made  to  develop  some  kind  of  PPB  system, 
there  must  be  a  clear  commitment  by  the  president  and  other  chief  finan- 
cial and  academic  officers  to  the  effort,  and  this  commitment  must  be 
communicated  to  a:ll  offices  whose  support  and  assistance  will  be  required. 
Almost  all  of  the  work  to  be  done  will  depend  on  the  cooperation  and  good- 
will of  people  in  virtually  every  office  in  the  institution,  some  of  whom 
are  sure  to  look  askance  at  new  procedures.   Whatever  can  be  done  to 
enlist  support,  and  to  avoid  unnecessary  concern,  will  be  very  important 
to  the  success  of  the  effort. 

A  second,  related,  point  is  that  a  large  influx  of  new  people  is  not 
necessary  to  establish  a  PPB  system  in  most  organizations,  provided  that 
existing  personnel  can  be  counted  on  for  active  assistance.    A  reasonably 
small  group  —  one  or  two  professionals  plus  a  programmer  and  some 
clerical  assistance  —  can  accomplish  a  surprising  amount  in  the  right 
setting.   Indeed,  our  experience  leads  us  to  believe  that  starting  out  with 
modest  additions  to  staff  is  likely  to  work  better  than  trying  to  establish, 
at  the  outset,  a  large  new  office,  even  if  the  latter  approach  were  finan- 
cially feasible.   Keeping  the  central  staff  quite  small  has  the  important 
virtue  of  forcing  the  kind  of  close  cooperation  with  other  offices  in  the 
institution  which  is  essential  in^any  jckse. 

-  — ^  ■  ^  
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Our  third  generalization  concerns  the  relation  between  staff  work 
and  policy  decisions.    The  functions  of  analysis  and  of  decision-making 
are,  and  should  be,  separable.   We  are  convinced,  however,  that  they 
must  be  very  closely  related  if  frustration  and  irritations  are  to  be 
avoided.   The  persons  responsible  for  making  recommendations  con- 
cerning policy  to  the  president  (or  other  operating  officers)  must  be 
interested  enough  in  analysis  to  communicate  effectively  with  the  staff 
charged  with  doing  calculations,  drawing  up  preliminary  plans,  and  so  on. 
The  analysts,  on  the  other  hand,  must  be  capable  hot  only  of  doing  good 
work,  but  also  must  have  a  strong  intuitive  sense  of  the  nature  of  the 
institution  and  of  the  people  that  comprise  it.   Some  tension  between 
analysts  and  department  heads  in  inescapable  —  indeed,  if  it  does  not 
exist,  hard  questions  must  not  have  been  asked.   But  this  tension  is  much 
more  likely  to  be  constructive  if  the  analysts  share  the  same  general 
commitments  to  the  institution  as  the  department  heads,  and  if  the  analysts 
show  that  they  too  understand  the  many  peculiarities  of  the  academic  culture. 
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C>  Applications  at  Princeton 

In  attempting  to  apply  the  general  concepts  of  a  PPB  system  to  the 
particular  needs  of  our  own  university,  we  have  taken  a  number  of  different 
tacks  more  or  less  simultaneously. 

First,  as  already  explained  at  length  in  Section  I  of  this  report,  we 
have  redesigned  the  University's  budgeting  system  so  as  to  facilitate  con- 
sideration of  all  competing  claims  on  resources  at  one  point  in  time  and  in 
light  of  our  best  estimates  of  the  total  resources  available. 

Second,  we  have  expanded  the  time  horizon  of  budget  decisions  by 
attempting  to  develop  a  multi-year  plan  for  the  University,    Our  initial 
work  extending  through  FY  74  is  described  in  the  1971-72  Report  of  the 
Priorities  Committee  and  alluded  to  at  various  places  in  Section  I  of  this 
report*    The  extension  of  this  work  through  FY  76  is  described  in  the 
1972-73  Report  of  the  Priorities  Committee^  A  brief  discussion  of  our 
tentative  notions  regarding  the  further  development  of  multi-year  planning 
is  presented  immediately  below. 

Third,  we  have  carried  out  a  number  of  "partial  analyses"  of  par- 
ticular activities  or  programs  "in  the  spirit  of  PPB.  "  Under  this  heading 
belong  studies  of:  (1)  the  desirability  and  feasibility  of  coeducation  in  the 
undergraduate  college;  (2)  the  costs  associated  with  all  of  the  University's 
activities  in  international  and  regional  studies;  (3)  the  overall  costs  in- 
volved in  supporting  graduate  students  in  all  fields;  and  (4)  the  future  of 
graduate  work  in  Slavic  Languages  and  Literatures.   Each  of  these  studies, 
as  well  as  some  others  not  described  here,  represents  an  effort  to  think  in 
programmatic  terms,  but  they  were  not  conducted  in  the  context  of  a  fully 
developed  PPB  system  for  the  Itoiversity  as  a  whole,  since  no  such  sys- 
tem existed  at  the  time  they  were  carried  out.    It  is  for  this  reason  that 
we  refer  to  them  as  ''partial  analyses  in  the  spirit  of  PPB.  ''  A  brief  dis- 
cussion of  these  special  studies  follows  the  presentation  of  our  further 
thoughts  on  multi-year  planning. 

■  ■  ■■      ^     '      ■   .  ■ 
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Fourth,  we  have  made  a  considerable  effort  to  develop  an  overall 
program  budget  for  the  University  as  a  whole  for  a  single  year.    This  work, 
which  took  the  better  part  of  two  years,  is  now  largely  complete,  and  it  is 
described  in  some  detail  after  the  discussion  of  the  special  studies. 

-J 

Further  Development  of  Multi-Year  Planning 

As  discussed  earlier,  detailed  multi-year  plans  already  exist  for  many 
major  University  programs:  graduate  student  support;  undergraduate  student 
aid;  and  Planning,  Plant,  and  Properties,  for  example.   In  other  areas, 
broad  assumptions  have  been  made  about  salary  increases,  size  of  staff, 
rates  of  inflation,  and  the  like.    However,  a  logical  extension  of  work  done 
thus  far  —  namely,  the  development  of  a  more  definite  multi-year  plan  for 
each  department  of  the  University  —  remains  before  us. 

One  hypothetical  format  which  might  be  employed  for  this'purpose 
is  illustrated  in  Table  1.   This  table  represents  but  one  example  of  a  single 
page  format  for  displaying  the  sorts  of  information  which  would  be  most  use- 
ful in  the  decision-making  process.   All  of  the  information  shown  comes  from 
one  or  another  of  the  more  detailed  budgeting /planning  formats  described 
elsewhere  in  this  report.   Four  features  of  this  one  sample  format  deserve 
brief  mention: 

1.  The  planning  period  is  four  years,  the  length  of  time 
spent  at  Princeton  by  the  typical  student. 

2.  Salary  figures  are  shown  separately  from  other  types 
of  expense  so  that  different  assumptions  may  be  em- 
ployed about  rates  of  change  for  each. 

3.  Income,  as  well  as  expense,  is  shown. 

4.  Course  enrollments,  students  supervised,  and  other 

"outputs"  are  shown  as  well  as  financial  inputs  (faculty 
salaries,  assistants  in  research,  etc.). 
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ERIC 


PHIIiOSOPHy  DEPARTMENT 
Personnel 
Faculty 
Tenured 
Non- Tenured 
Total  Faculty 

Effective  Teaching  Staff  (PTE's) 
Faculty 
Tenured 
Non-Tenured 
Assistants  in  Instruction 
Total  Effective  Teaching  Staff 

Research 

Prof.  Research  Staff  (Univ.  Funds) 
Prof.  Technical  Staff  (Univ.  Funds) 
Assistants  in  Research 

Student 

Undergraduate 

Course  Enrollments 

Majors 

Students  Supervised 
Graduate 

Course  Enrollments 

Students  Supervised 

Financial  Resources 
Operating 
Direct 

Expenses 

Faculty  Salaries  and  Benefits 
Other  Salaries  and  Benefits 
Other  Expenses 
Total  Expenses 

Income 

Endowment 
Gifts  and  Grants 

Tuitions 
Total  Income 
Net  Direct 

Support  of  Graduate  Students 
Expenses 
Income 

Net  Support  of  Graduate  Students 
0  &  M 

Major  Maintenance 
Equipment  Acquisition 
Net  Operating 
New  Construe clon 


Five  Year  Plan 

Base  Past 
Year  Year 
FY  70    FY  71 


Current 
Year 
FY  72 


FY  73    FY  74     FY  75      FY  76 
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Partial  Analyses  In  the  Spirit  of  PPB 

1.    Coeducation.       Our  first  special  study  dealt  with  the  educational 
and  financial  implications  of  a  major  programmatic  change  then  being  con- 
sidered by  the  President  and  the  Trustees  —  namely,  the  addition  of  women 
to  the  undergraduate  student  body.   While  the  decision  to  begin  our  substan- 
tive work  with  a  study  of  coeducation  was  dictated  by  the  need  for  a  particular 
policy  decision,  not  by  any  a  priori  judgment  regarding  the  suitability  of  the 
subject  for  the  techniques  we  were  interested  in  trying  out,  it  would  have  been 
difficult  to  find  a  more  interesting  first  case. 

In  September  1967,  President  Goheen  appointed  a  committee  under 
the  chairmanship  of  Professor  of  Economics  Gardner  Patterson  to  examine 
"the  desirability  and  feasibility"  of  adding  women  undergraduates  to  the  stu- 
dent body.    Since  the  final  report  of  the  Committee  (the  Patterson  Report)  is 
available,  having  been  published  as  a  special  issue  of  the  Princeton  Alumni 
Weekly  in  the  fall  of  1969,  there  is  no  need  to  repeat  its  conclusions  here. 

From  the  standpoint  of  resource  allocation,  the  most  important  fea- 
ture of  this  study  was  its  exceedingly  detailed  analysis  of  the  incremental 
costs  and  income  which  were  expected  as  a  consequence  of  the  admission  of 
1,  000  women  undergraduates,  the  number  of  men  undergraduates  remaining 
constant. 

We  studied  operating  costs  by  focusing  first  on  the  most  important  of 
these  for  a  university:  faculty  salaries.   Since  we  wanted  our  study  to  have 
the  maximum  possible  future  use,  we  tried  to  construct  a  model  for  calculat- 
ing incremental  operating  costs  that  was  flexible  enough  so  that  it  might  be 
used  to  answer  questions  concerning  other  ppssible  changes  in  the  size  of 
the  student  body  at  Princeton  and  perhaps  also  at  other  colleges  and  univer- 
sities.   The  model  is  basically  very  simple.    It  took  as  raw  data  (a)  the  (then) 
current  distribution  of  students  at  Princeton  by  department  both  with  respect 
to  course  enrollment  and  with  respect  to  major  field  of  concentration;  (b)  in- 
formation concerning  teaching  methods  (how  large  courses  are  broken  down 
into  smaller  sections);  (c)  factors  describing  anticipated  differences  between 
the  behavior  of  the  subject  population  (in  this  case  women)  and  the  present 
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population  of  students  with  respect  to  academic  interests,  as  manifested  in 
their  selection  of  courses  and  departments  of  concentration;  (d)  staffing  pol- 
icies indicating  how  the  University  expected  to  respond  to  staffing  pressures 
exerted  by  increased  enrollments;  and  finally,  (e)  salary  scales  for  the  dif- 
ferent ranks  of  faculty.    On  the  basis  of  these  raw  data,  the  model  led  to  the 
calculation  of  an  expected  additional  number  of  faculty  by  academic  depart- 
ment and,  within  each  department,  by  rank.    Incremental  faculty  salaries 
associated  with  the  expected  expansion  were  then  computed,  with  a  break- 
down by  department  and  rank« 

Knowing  the  number  of  new  faculty  that  we  anticipated  would  be  added 
to  each  department,  we  could  then  estimate  the  additional  costs  which  the 
University  would  incur  for  departmental  administration  and  non-personnel 
operating  expenses.    These  estimates  were  made  department  by  department 
on  the  basis  of  judgments  by  department  chairmen  and  examinations  of  exist- 
ing costs. 

The  costs  for  academic  administration  were  estimated  by  looking  at 
the  existing  operating  expenses  of  the  various  offices  covered  under  the  broad 
rubric  of  academic  administration  and  by  asking  the  administrative  depart- 
ment heads  directly  for  their  estimates  of  increased  workloads  and  costs. 
4  Cost  estimates  were  also  made  for  the  Library,  which  would  have  to  order 
additional  duplicate  copies  of  frequently  used  books  as  well  as  hire  additional 
personnel  to  accommodate  the  increase  in  undergraduates.  Separate  estimates 
were  made  for  the  additional  costs  of  the  Computer  Center  and  the  Department 
of  Athletics.    Estimates  were  made  of  the  likely  operating  deficit  for  the  dorm- 
itories and  dining  halls  which  would  have  to  be  constructed  to  house  and  feed 
the  1,000  additional  students.   Finally,  estimates  were  made  for  the  schol- 
arships which  would  have  to  be  provided  to  the  women  under  the  assumption 
that  they  would  receive,  on  average,  the  same  scholarship  offers  as  tlie  men. 

Capital  costs  were  also  projected.    As  in  the  case  of  operating  ex- 
penses, an  attempt  was  made  to  determine,  department  by  department,  where 
new  space  would  have  to  be  made  available  and  new  equipment  purchased. 
A  program  was  designed  to  schedule  the  additional  classes  in  existing  space 
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wherever  possible,  on  the  assumption  that  departments  would  continue  to 
have  their  classes  in  the  same  general  areas  on  campus.   A  space  alloca- 
tion plan  was  worked  out  which  assigned  the  new  faculty  and  administrative 
staff  members  to  office  space.    Finally,  estimates  were  made  of  miscel- 
laneous expenditures  for  better  campus  lighting,  parking  space,  and  secu- 
rity. 

On  the  income  side  of  the  ledger,  estimates  were  made  of  the  income 
from  tuition,  fees.  Annual  Giving,  and  gifts  and  grants,  which  would  accrue 
as  a  result  of  coeducation.    Totaling  up  the  income  and  subtracting  the  op- 
erating expenses  led  to  the  conclusion  that  coeducation,  defined  in  these 
terms,  would  have  a  negligible  net  effect  on  the  operating  budget.  Estimates 
of  incremental  income  and  incremental  expenses  turned  out  to  be  approxi- 
mately offsetting. 

Bland  as  it  may  sound,  this  conclusion  was  of  decisive  importance* 
The  assumption  of  many  people  had  been  that  coeducation  would  be  impossi- 
ble from  the  standpoint  of  operating  costs  alone,  never  mind  capital  outlays. 
This  assumption  had  been  based  on  a  simple  equating  of  avex^age  and  marginal 
costs,  and  one  of  the  principal  lessons  to  be  learned  from  this  analysis  was 
that  incremental  costs  may  well  be  far  less  than  average  costs,  depending 
on  the  scale  already  achieved.    Evidence  based  on  subsequent  experience 
has  shown  that  we  consistently  overestimated  the  incremental  costs  --  and 
thus  underestimated  the  economies  of  scale  associated  with  this  increase  in 
enrollment.    Capital  costs  also  turned  out  to  be  far  less  than  originally  ex- 
pected. 

In  terms  of  techniques  of  analysis,  this  early  experience  with  one 
kind  of  "program  budget,  "  expressed  in  terms  of  1,  000  women  students, 
taught  us  the  values  of  detailed  simulations  (actually  assigning  the  1,  000 
hypothetical  women  students  to  sections  of  particular  courses)  and  demon- 
strated the  advantages  of  precise  analysiis  as  compared  with  rough  estimates 
based  on  extrapolations  of  average  costs.   At  the  same  time,  the  hand- 
tailored  nature  of  these  estimates  meant  that  they  could  not  serve  as  the 
basis  for  the  more  elaborate  sorts  of  calculations  now  being  made  in 
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conjunction  with  our  current  study  of  the  future  size  and  composition  of 
the  college.    More  general  models  of  teaching  costs  have  had  to  be  devel- 
oped, and  the  initial  study  of  coeducation  was  no  more  than  a  first  step  in 
this  direction. 

2.    International  and  Regional  Studies.      The  nature  of  our  second 
special  study  was  also  dictated  largely  by  a  pressing  need  of  the  moment, 
in  this  case  the  need  to  describe  to  foundations  and  other  potential  donors 
the  range  of  the  University's  work  in  international  and  regional  studies  and 
the  reliance  being  placed  on  various  sources  of  finance. 

By  its  very  nature,  "international  and  regional  studies" is  a  far 
more  diffuse  undertaking  than,  say,  mathematics.    Faculty  members 
working  in  the  broad  area  of  international  and  regional  studies  are  based 
in  many  different  departments:  Political  Science,  History,  Economics, 
East  Asian  Studies,  Near  Eastern  Studies,  Slavic  Languages  and  Literatures, 
and  so  on.    Moreover,  expenditures  for  fellowships  and  major  supporting 
services  such  as  library  purchases  have  traditionally  been  included  within 
the  budgets  of  the  Graduate  School  and  the  Library.    As  a  consequence,  we 
had  no  real  sense  of  the  overall  cost  of  our  work  in  international  and 
regional  studies,  thought  of  on  a  programmatic  basis,  or  of  the  associated 
income.    This  made  it  difficult  both  to  plan  intelligently  and  to  solicit  finan- 
cial  support. 

In  an  effort  to  meet  this  problem  we  collected  the  relevant  data  and 
summarized  it  using  the  format  shown  on  Table  2. 

The  collection  of  the  relevant  data  on  expenditures  for  instruction 
was  particularly  difficult  because  at  the  time  we  carried  out  this  exercise 
we  did  not  have  the  faculty  manning  forms  showing  the  field  of  specialization 
of  each  faculty  member  (Forms  1,  2,  3A).    Consequently,  a  great  deal  of 
consultation  and  discussion  with  department  chairmen  was  necessary. 
Similar  problems  arose  in  conjimction  with  efforts  to  separate  library  and 
student  aid  expenditures  identified  with  international  and  regional  studies. 
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EXPENDITURES 
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1.0  Instruction* 
2.0    Student  Aid 

2. 1  Graduate 

2. 2  Undergraduate 

2. 3  Total 
3. 0  Research* 
4. 0  Library 

5.  0    TOTAL  EXPENDITURES 


1967-68 
(in  thousands 
of  dollars) 
$1,  774 


$  794 
223 
$1,017 
$1,591 
$  906 
$5,288 


B.  INCOME 

6. 0  Endowment 

6.1     Instruction  and  Research 

6.  2     Student  Aid 

6. 21  Graduate 

6.22  Undergraduate 
6.3  Total 

7.  0    Term  Grants 

7.1     Instruction  and  Research 

7.  2.    Student  Aid 

7. 21  Graduate 

7.211*  Ford  7-yr 
7.212  Other 

7. 22  Undergraduate 
7. 3  Total 

8. 0  Tuition 

8.1  Graduate 
/  8. 2  Undergrsuluate 

•       :  ;8.-3;  V  Totai:-;  ^    .  ■ 

9.0    TOTAL  INCOME 

C.  NET  DEFICIT 


$1,350 

$  257 
135 
$1,  742 

$1,058 


Grant  $  32 
487 
'  80 
$1,657 

$  410 
624 
$1,034 
$4,433 
$  855 


*  Including  direct  and  indirect  costs.  ' 
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One  of  the  important  benefits  of  the  more  general  work  on  program  budgeting 
done  subsequently  (and  described  below)  is  that  it  will  make  it  far  easier  in 
the  future  to  estimate  the  total  expenditures  of  "program  slices"  such  as 
this  one. 

The  only  other  point  to  make  about  this  study  concerns  the  concept 
of  a  "net  deficit"  shown  as  the  last  line  on  the  format.    We  arrived  a!t  net 
deficit  figures  by  crediting  aU  income  attributable  to  international  and 
regional  studies  —  including  earmarked  endowment,  term  grants,  and 
credits  for  tuition  payments  (prorated,  in  the  case  of  undergraduates,  on 
the  basis  of  course  elections).   As  can  be  seen  from  the  table,  the  result 
for  1967-68  was  a  net  deficit  of  $855,  000  on  an  expenditure  base  of  just 
over  $5,  000,  000.    Notewortl:^  also  is  the  extremely  modest  contribution 
of  tuition  income  to  total  income,  even  be fore"^  account  is  taken  of  expendi- 
tures for  student  aid. 

The  data  for  1967-68,  chosen  as  the  base  year,  were  instructive 
in  and  of  themselves.    More  importantly,  however,  they  served  as  the 
benchmark  for  a  series  of  projections  which  in  turn  were  used  for  planning 
and  decision-making  as  well  'is  for  fund-raising. 

3.    Graduate  Student  Support,  -r  The  ability  of  the  Dean  of  the 
Graduate  School  and  others  to  evaluate  the  resource  costs  of  graduate  stu- 
dent support  and  to  consider  alternative  modes  of  support  had  long  suffered 
from  the  fragmented  and  decentralized  nature  of  the  entire  process  of  pro- 
viding  funds  to  students.   Some  fellowships  were  awarded  at  the  departmen- 
tal level  from  restricted  accounts,  others  were  obtained  by  individual  stu- 
dents on  the  basis  of  national  competiticms,  and  still  others  were  awarded 
by  the  Dean  pf^the  Graduate  School  himself  from  endowed  accounts  and  from 
some  appropriations  of  general  funds.    In  addition,  significant  nxmibers  of 
graduate  students  received  aid  in  the  form  of  Assistantships  in  Research  and 
in  Instruction,  with  the  former  determined  largely  by  the  leaders  of  spon- 
sored research  projects  and  theV latter  de^  by  department  chairmen 
in  consultation  withi  the  I^^        tJie  Faculty.    Finally,  maiyr  graduate  stu- 
dents wei'e ^ r^^  and  dining  subsidies. 
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with  the  amounts  here  determined  by  the  Real  Estate  Department  and  the 
Department  of  Dormitory  and  Food  Services, 

So  long  as  funds  for  graduate  student  support  were  relatively  plen- 
tiful, this  variegated  structure,  with  budget  entries  related  to  graduate 
student  support  appearing  under  many  headings,  may  not  have  caused  severe 
problems.   However,  financial  stringency  required  a  more  comprehensive 
and  coordinated  set  of  data  organized  on  a  programmatic  basis. 

The  method  of  summarizing  graduate  student  support  included  on 
Form  10  has  already  been  described  above.   In  addition,  the  Dean  of  the 
Graduate  School,  working  with  the  Associate  Provost  for  Resource  Plan- 
ning, prepared  sununary  tables  for  the  Priorities  Committee  showing  all 
sources  of  graduate  student  support  and  spelling  out  the  implications  of 
alternative  budget  decisions  (e.g. ,  no  increase  in  general  funds,  a  10%  in- 
crease in  general  funds,  a  20%  increase,  and  so  on).    These  tables  included 
projections  concerning  outside  sources  of  support  and  ended  with^estimates 
of  the  numbers  of  entering  students  who  would  have  to  be  self-supporting  to 
varying  degrees  under  each  alternative.    Separate  calculations  were  klso 
made  for  departments  in  different  divisions  of  the  University  to  show  the 
differential  effects  by  discipline.    The  use  to  which  analysis  of  this  kind 
has  been  put  by  the  Priorities  Committee,  and  the  conclusions  reached  con- 
cerning means  tests,  the  use  of  loans,  and  fellowship  levels  are  described 
in  the  Conmiittee's  reports  for  1971-72  and  1972-73. 

The  only  feature  of  this  analysis  that  merits  further  comment  is 
the  treatment  of  housing.    For  many  years  Princeton  has  provided  housing 

for  many  but  by  no  means  all  --  married  graduate  students  as  well  as 

single  §tudents.    And,  while  this  housing  has  carried  rents  well  below  mar- 
ket levels,  there  has  often  been  controversy  over  proposed  increases  in 
rents.    Needless  to  say,  no  one  likes  to  see  his  or  her  rent  increased,  espe- 
cially when  the  family  is  alreacfy  hard  pressed  financially,  as  is  the  case  for 
many  graduate  student  couples.    Under  these  circumstances,  it  was  exceed- 
ingly difficult  to  have  a  reasoned  discussion  of  rental  policies  and  of  attendant 
effects  on  equity  among  graduate  students  in  and  out  of  University  housing. 
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so  long  as  consideration  of  rents  was  separated  from  consideration  of  other 
forms  of  graduate  student  support.   As  a  result,  there  had  been  a  steady  in- 
crease for  some  time  in  the  subsidies  going  to  those  graduate  students  for- 
timate  enough  to  live  in  University  housing. 

With  the  advent  of  a  budget  for  graduate  student  support  constructed 
along  more  programmatic  lines,  however,  it  was  possible  to  change  the 
framework  within  which  rental  policies  were  set.   We  made  it  clear  that 
subsidies  on  graduate  student  housing  were. viewed  as  a  form  of  support 
just  like  fellowships,  that  there  would  have  to  be  a  set  amount  of  funds 
available  for  graduate  student  support  in  all  forms,  and  that  therefore  ev- 
ery additional  dollar  of  subsidy  for  housing  would  mean  one  less  dollar  of 
fellowship  money  available.   Once  the  situation  was  defined  in  these  terms, 
it  became  easier  to  consider  subsidies  to  graduate  student  housing  on  their 
merits  and  to  discuss  the  advantages  and  disadvantages  of  alternative  modes 
of  siqpport.    Housing  subsidies  came  to  be  seen  not  as  an  end  of  policy,  but 
as  one  among  several  methods  of  achieving  an  objective:  namely,  to  use  the 
limited  funds  available  as  effectively  and  as  fairly  as  possible  for  the  support 
of  all  graduate  students*   / 

4.    Slavic  Languages  and  Literatures.  —  The  application  of  program 
budgeting  ideas  to  the  discussion  of  tlie  future  of  Slavic  Languages  and  Lit- 
eratures is  listed  here  to  illustrate  one  other  way  in  which  reorganization 
of  data  can  aid  in  decision-making.    Since  the  work  done  in  evaluating  the 
graduate  program  in  Slavic  Languages  and  Literatures,  and  the  final  deci- 
sion to  suspend  the  graduate  program,  has  already  been  described  in  detail 
(see  Section  I,  pp.  109-119,  where  we  discuss  reductions  in  the  budget  base 
of  the  University),  there  is  no  need  for  substantive  comment  hereS.    We  note 
only  that  this  was  the  most  recent  of  the  four  "partial  analyses"  described 
and  that  it  differs  from  the  others  in  that  it  benefited  directly  from  the  more 
comprehensive  work  on  program  budgeting  for  the  University  as  a  whole 
which  is  presented  immediately  below*    The  data  on  library  costs  of  graduate 
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work  in  Slavic  Languages  and  Literatures,  for  example,  were  taken  directly 
from  the  worksheets  for  the  Library  developed  as  part  of  the  larger  program 
budgeting  effort. 

Development  of  a  Unified  Program  Budget 

Whereas  the  special  studies  or  partial  analyses  described  above 
were  motivated  in  every  case  by  a  particular  and  pressing  need,  the  devel- 
opment of  a  unified  program  budget  was  stimulated  by  a  more  general  de- 
sire to  see  what  the  entire  operation  of  the  University  would  look  like  when 
expressed  on  a  programmatic  basis  and  to  see  what  longer-term  benefits 
might  be  realized  by  using  various  program  budget  formats.   Also,  we 
wanted  to  see  how  difficult  and  how  costly  it  would  be  to  construct  one  or 
more  versions  of  a  program  budget. 

Relating  Income  to  Expenses.  -  -  A  unified  program  budget  must, 
of  course,  treat  income  as  well  as  expense,  and  we  started  our  develop- 
mental work  with  the  strong  conviction  that  income  items  should  be  placed 
directly  under  the  expense  activities  to  which  they  are  related,  either  by 
their  restrictions  (e.  g. ,  endowed  book  funds),  or  by  their  source  (as  for 
athletics).   Thus,  tuitions  should  be  distributed  on  the  basis  of  enrollment 
and  related  to  departmental  instructional  costs.    In  all  cases,  the  net  of  the 
expense  and  income  entries  should  be  taken  to  show  the  surplus  or  deficit 
for  a  given  program  or  group  of  programs.    In  this  way,  it  is  possible  to 
see  which  activities  support  themselves  and  which  do  not,  and  to  what  degree. 

Furthermore,  grouping  income  with  expense  is  necessary  if  we  are 
to  see  the  full  implications  of  program  changes.   In  these  times  when  we  are 
looking  so  hard  for  ways  to  save  money,  it  is  natural  to  search  out  programs 
that  are  relatively  expensive  and  which  do  not  spem  to  provide  more  benefits 
than  less  expensive  programs.    However,  the  expensive  programs  may  also 
carry  large  amounts  of  income  with  them  in  the  form  of  restricted  endowment, 
restricted  grants,  or  tuitions,  and  cutting  out  the  program  could  result  in 
little,  if  any,  net  saving.   Thus,  in  considering  program  cuts,  it  is  important 
to  have  a  program  budget  that  dissociates  i^  expenses. 
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Establishing  Program  Categories,  —  From  a  conceptual  standpoint 
the  most  basic  question  to  be  answered  at  the  outset  of  any  attempt  to  de- 
velop a  unified  program  budget  is:  what  are  the  "outputs"  or  "final  prod- 
ucts" of  the  institution?   Only  on  the  basis  of  an  answer  to  this  question 
can  the  expense  and  income  data  be  organized  according  to  a  set  of  pro- 
gram categories. 

We  concluded  that,  at  the  level  at  which  we  were  working,  there 
were  three  main  programmatic  activities  of  a  university  such  as  Princeton: 
(1)  the  education  of  undergraduates;  (2)  the  education  of  graduate  students; 
and  (3)  research  and  the  preservation  of  knowledge. 

The  ultimate  impact  of  these  outputs  of  the  University  on  society  is 
of  course  a  much  more  difficult  issue.   One's  assessment  of  final  effects 
depends  on  many  pther  considerations  affecting  both  the  goals  of  the  larger 
society  and  means  of  achieving  the  goals,  and  the  relationships  involved  are 
much  too  complex  even  to  consider  here.    The  question  of  ultimate  impact 
is,  of  course,  a  critical  one  when  deciding  how  much  of  the  Federal  budget 
should  be  devoted  to  higher  education.   In  resource  planning  for  a  particular 
university,  however,  it  is  sufficient  for  most  purposes  to  concentrate  on  the 
direct  outputs  of  the  institution  itself  (and  hence  on  the  resources  devoted  to 
these  outputs).  At  the  same  time  it  should  be. recognized  that  these  outputs 

•  / 

may  represent  only  interiitediate  products  when  viewed  from  the  perspective 
of  society  as  a  whole. 

Even  within  the  context  of  the  three  direct  outputs  of  the  University 
listed  above,  serious  questions  can  be  raised  concerning  what  is  an  inter- 
mediate and  what  is  a  final  product.   For  example,  there  is  some  question 
^  whether  graduate  education  should  be  a  separate  category  or  whether  it 
should  be  viewed  as  a  part  of  both  (a)  instruction  and  (b)  research  and  the 
preservation  of  knowledge.  Graduate  education  could  be  viewed  simply  as 
the  preparation  of  individuals  to  continue  onjvith  teaching  and  with  research 
and  the  preservation  of  knowledge.   However,  graduate  students  end  up  doing 
many  different  things  beyond  just  teaching  and and  the  proportion 
of  graduate  students  who  work  only  within;the  fields  of  education  and  research 
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seems  likely  to  decline,  if  anything,  in  the  next  few  years.    The  resources 
devoted  to  graduate  education  are  substantial,  and,  on  balance,  it  seemed 
best  to  treat  it  as  a  separate  category.    From  a  practical  standpoint,  it  is 
obvious  that  many  policy  decisions  depend  on  a  direct  assessment  of  grad- 
uate programs. 

The  three  categories  chosen  cover  virtually  all  of  Princeton's  ac- 
tivities as  a  university.   There  are  some  public  service  activities  (such 
as  educational  programs  for  area  high  school  students)  which  do  not  fit 
into  this  framework.   However,  the  financial  resources  devoted  to  these 
other  activities  are  relatively  modest,  and  we  have  put  them  in  our  "unal- 
located" category  for  the  present  time.    For  some  other  colleges  and  uni- 
versities --  especially  those  with  major  programs  involving  the  communi- 
ties in  which  they  are  located  —  it  might  be  better  to  establish  a  fourth 
major  category. 

Cost  distributions.  --  Broadly  speaking,  there  are  two  kinds  of 
cost  distributions  to  be  made,  one  resulting  in  estimates  of  average  costs 
and  one  resulting  in  estimates  of  incremental  costs. 

The  distribution  leading  to  average  cost  figures  is  relatively  straight 
forward  from  a  conceptual  standpoint  even  though  a  number  of  more  or  less 
arbitrary  assumptions  must  be  made  in  prorating  costs.    In  essence,  the 
process  of  estimating  average  costs  consists  simply  of  establishing  total 
cost  pools  and  then  dividing  the  total  costs  in  some  reasonable  way  (and  this 
is  where  the  arbitrary  assumptions  enter)  among  all  programs. 

The  incremental  costs  of  program  categories  are  also  easy  to  define 
at  least  in  general  terms.    In  the  terminology  of  program  budgeting,  the  in- 
cremental cost  of  a  program  category  is  the  amount  that  would  be  saved  if 
the  whole  program  represented  by  the  category  were  eliminated  while  all 
other  programs  remained  the  same.    (This  definition  differs  from  the  con- 
cept of  "incremental"  generally  used  in  the  economics  literature,  where 
"incremental  costs"  refer  to  the  additional  costs  associated  with  adding  or 
subtracting  a  small  increment  of  product.  ) 
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In  working  with  the  incremental  cost  concept  of  program  budgeting 
it  is  necessary  to  watch  out  for  certain  pitfalls.   In  particular,  it  is  impor- 
tant to  recognize  that  the  sum  of  the  incremental  costs  of  units  which  make 
up  a  larger  unit  cannot  be  assumed  to  equal  the  incremental  cost  of  the 
larger  unit.    The  reason  is  that  the  "lumpiness"  of  certain  central  services 
means  they  will  exist  in  largely  the  same  form  regardless  of  the  mmiber  of 
program  units  which  they  serve  (over  some  range).    For  example,  the  in- 
cremental cost  for  an  individual  undergraduate  program  would  contain  prac- 
tically nothing  for  such  indirect  supporting  activities  as  the  Office  of  the 
Registrar  or  the  Counseling  Service  because  eliminating  a  single  program 
would  have  a  negligible  effect  on  such  central  services.   The  incremental 
cost  for  the  entire  undergraduate  program^  on  the  other  hand,  would  con- 
tain all  of  the  costs  of  indirect  supporting  services  geared  specifically  to 
the  undergraduate  college. 

Since  the  sum  of  incremental  costs  of  sub-units  need  not  equal  the 
incremental  costs  of  the  whole  unit,  it  is  necessary  to  have  an  entry  la- 
beled ^Wallocated.  "  An  incremental  cost  distribution  is  then  translated 
into  an  average  cost  distribution  by  spreading  the  unallocated  costs  over 
the  various  program  units. 

Levels  of  Program  Budgets.       As  the  above  discussion  indicates, 
and  as  was  explained  earlier  in  our  general  discussion  of  program  budget- 
ing, several  different  levels  of  program  budgets  are  possible.   These  levels 
differ  among  themselves  with  respect  to  the  units  taken  to  build  up  the  in- 
cremental costs  of  the  output  categories.   The  level  of  the  program  budget 
closest  to  the  traditional  version  of  the  budget  discussed  in  Section  I  of  this 
report  is  what  we  call  the  "departrnentar level'*  program  budget.   The  format 
of  this  version  of  the  program  budget  (Format  I)  is  organized  by  departments 
just  as  the  traditional  budget.   It  differs  from  the  traditional  budget  in  two ' 
respects.   The  first  is  that  operations  and  maintenance  of  buildings  and 
equipment  acquisition  for  each  department  are  grouped  with  the  other  de- 
partmental expenses.    The  second  is  that  the  costs  for  each  department 
are  broken  down  into  the  incremental  costs  of  the  output  categories  consid- 
ering that  department  in  isolation  (and  into  an  "unallocated'V  category  when 
average;  cost  distr&utions  are  not  ni4^e^       ,  , 
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The  "final"  or  most  aggregated  level  of  the  program  budget  is  the 
"University  level.  "  The  format  of  this  version  of  the  program  budget  is 
organized  in  terms  of  the  three  basic  outputs,  and  all  costs  are  distributed 
among  undergraduate  education,  graduate  education,  research  and  preser- 
vation of  knowledge,  and  an  "unallocated"  category.    The  cost  distributions 
(excluding  "unallocated")  approximate  the  incremental  costs  of  each  of  the 
three  major  program  categories.   In  most  cases,  departments  are  split  up, 
and  the  components  are  distributed  among  the  three  basic  output  categories. 
In  some  cases,  however,  departments  are  concerned  with  only  one  output 
and  are  placed  directly  with  that  output  (e.  g. ,  the  Office  of  the  Dean  of  the 
Graduate  School). 

In  between  these  two  extreme  formats  for  the  program  budget,  viewed 
from  the  standpoint  of  level  of  aggregation,  are  several  intermediate  formats. 
One  of  these  is  a  format  organized  by  groups  of  departments  with  primary 
headings  such  as  academic  departments,  academic  support,  university  ser- 
vices, and  so  on.   Each  of  these  headings  would  be  subdivided  into  the  out- 
put categories.   Other  possible  formiats  would  cover  subgroupings  of  all  the 
university  activities  organized  by  functional  categories  such  as  coeducation, 
foreign  and  international  studies,  and  so  on.    Tq  repeat  what  was  said  above, 
these  partial  groupings  would  be  overlapping  and  .therefore  would  not  repre- 
sent a  mutually  exclusive  set  of  program  categories  for  the  whole  tmiversity. 

The  following  two  sections  describe  the  department  level  format 
and  the  University  level  format.   The  department  leviel  format  comes  in 
two  versions,  "Version  A"  which  contains  an  unallocated  category,  and 
"Version  B"  which  has  the  unallocated  expenses  arid  income  of  Version  A 
distributed  to  the  main  output  categories  in  order  to  obtain  average  costs. 

Format  I  -  The  Department  Level  Program  Budget.  --  As  discussed 
above,  this  format  of  the  program  budget  is  organized  by  departments  and 
is  closely  related  to  the  traditicMial  budget  discussed  in  Section  I.   In  order 
for  a  projgram  budget  to  be  useful  for  internal  management,  it  must  be  re- 
lated to  the  way  both  the  central  administration  and  the  operating  depart- 
ments think  about  the  budget.  _  The  central  administration  and  the  depart- 
mental chairm'en  tend  to  think  of  the  undiergraduate  program  for  a  given 
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department  primarily  in  terms  of  the  department  total  rather  than  in  terms 
of  the  total  for  all  undergraduate  programs.    Thus  we  believe  that  for  in- 
ternal management,  this  format  oif  the  program  budget,  structured  along 
department  lines  with  operations  and  maintenance  costs  and  equipment  costs 
allocated  to  departments,  may  be  the  most  useful.    In  this  format  (Format  I) 
the  costs  for  each  academic  department  are  broken  down  into  Undergraduate, 
Graduate,  Research,  and  Unallocated.    A  sample  of  Format  lA  follows. 
Format  IB  differs  only  in  that  it  has  the  unallocated  expenses  and  income  of 
Format  lA  allocated  to  the  other  program  categories.   An  important  advan- 
tage of  this  format  is  that  both  the  central  administration  and  the  departmen- 
tal chairmen  can  see  the  resources  that  are  assigned  to  each  department 
These  resources  include  the  direct  costs  of  operating  the  department,  the 
support  of  the  department's  graduate  students,  and  the  operation  and  main- 
tenance costs  of  the  space  assigned  the  department.    With  a  budget^organized 
in  this  way,  the  departmental  chairmen  have  an  incentive  to  propose  trade- 
offs among  these  categories  for  a  more  efficient  use  of  resources.    In  addi- 
tion, the  central  administration  has  a  clear  impression  of  the  costs  associ- 
ated with  the  outputs  of  .each  department.    Moreover,  this  budget  is  close 
enough  to  actual  organizational  structure  that  the  translation  from  it  to  the 
traditional  Controller's  budget  is  relatively  simple.    This  format  can  also 
be  used  to  produce  the  financial  data  for  the  University's  long  range  plan 
since  it  too  probably  should  be  organized  along  department  lines. 

To  permit  evaluative  judgments,  this  format  would  need  to  be  used 
in  conjunction  with  Forms  1,  2,  3 A,  5,  6,  7,  and  8  described  earlier. 
These  forms  give  the  faculty  FTE's  for  each  department  and  also  the  en- 
rollments  and  course  contact  hours  (the  teaching  personnel  inputs  and  the 
enrollment  outputs).    We  have  developed  a  generalized  Form  7  (Form  7X) 
which  shows  the  costs  per  unit  of  instruction  for  each  department  obtained 
by  dividing  each  of  the  expense  totals  and  nets  of  the  program  budget  format 
by  FTE  students. 
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Table  3 

PROGRAM  BUDGET 
Format  lA 


1  DEPARTMENT  Philosophy 

2  Undergraduate 

3  Operating 

4  Direct 

5  ^.i  Expenses 

6  Faculty  Salaries  and  Benefits  -xxx 

7  Other  Salaries  and  Benefits  -xxx 

8  Other  Expenses  -xxx 

9  Total  Expenses  -xxx 

10  Income  "^"^  i. 

11  Endowment  xxx 

12  .  Gifts  and  Grants  xxx  j 
13 

—  i 

15  Total  Income                                ^            xxx  i 


16  ^       Net  Direct 


xxx 


17  Physical  Support 

IB  O&M  -xxx 

19  Major  Maintenance  -xxx 

20  Equipment  Acquisition  -xxx 


21  Net  Operating 


•xxx  i 


22  New  Construction         '  -xxx 

23  Graduate 

24  Operating 

25  Direct 


26 


Net  Direct 


xxx 


27 
28 
29 
30 
31 


Direct  Support 

Support  of  Graduate  Students 
Expenses  .  . 
Income 

Net  Support  of  Graduate  Students 


-xxx 
xxx 


xxx 


32 


■J  ■ 


Net, Ope  ratings 


xxx 
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Table  3  (continued) 


33 
34 


Research  and  Preservation  of  Knowledge 
Sponsored  Research 


35 


Non-Sponsored  Research  and  Preservation  of  Knowledge 


36 


Unallocated 


37 
38 
39 
40 
41 
42 
43 
44 

45 
46 
47 
48 
49 
50 


/ 


Department  Summary 
Operating 
Direct 

Expenses 

Faculty  Salaries  and  Benefits 
Other  Salaries  and  Benefits 
Other  Expenses 
Total  Expenses 

Income 

Endowment 
Gifts  and  Grants 


Total  Income 


-XXX 
-XXX 
-XXX 
-XXX 


XXX 
XXX 


XXX 


51 

52 
53 
54 
55 
56 

57 
58 
59 
60 


Net  Direct 

Direct  Support 

Support  of  Graduate  Students 
Expenses 
Income 

Net  Support  of  Graduate  Students 

Physical  Support 
O&M 

Major  Maintenance 
Equipment  Acquisition 


xxx 


*xxx 
xxx 


xxx 


-xxx 

"XXX 

•xxx 


61 


Net  Operating 


xxx 


62 


New  Construction 


-xxx 
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Format  II  -  The  University  Level  Program  Budget,  --  The  following 
two  tables  summarize  our  initial  allocations  of  expenses  and  income  for 
FY  69  among  the  three  major  program  categories  at  the  University  level. 
The  first  table  (Version  A  of  Format  II)  contains  an  unallocated  category 
and  represents  a  rough  incremental  distribution  of  costs,  whereas  in  the 
second  table  (Version  B  of  Format  II)  all  costs  are  distributed  among  the 
three  program  categories. 

In  the  rest  of  this  section  we  outline  in  a  very  general  way  the 
methods  used  to  arrive  at  these  results.   Appendix  D  provides  more  of 
the  details  of  the  cost  allocations  and  includes  a  more  detailed  version 
of  Format  IIA,  while  Appendix  E  explains  the  derivation  of  Format  IIB. 

We  have  made  our  cost  allocations  in  two  steps.    The  first  step 
concerns  the  allocation  of  the  costs  of  activities  or  functions  performed  by 
various  offices  and  departments  of  the  University.   The  second  step  con- 
cerns the  physical  support  for  these  various  activities. 

In  the  first  step  we  attempted  to  divide  the  activities  of  the  Uni- 
versity into  (1)  "direct  activities"  --  i.  e. ,  those  which  are  directly  asso- 
ciated with  the  outputs  of  the  program  categories;  (2)  "direct  support 
activities"  --  i.  e. ,  those  which  support  the  direct  activities  in  a  straight- 
forward way;  and  (3)  "indirect  support  activities"  --  i.  e. ,  those  which 
support  all  activities  indirectly.    To  illustrate,  instruction  at  the  under- 
graduate level  constitutes  a  "direct  activity"  associated  with  the  under- 
graduate program.   The  "direct  siqpport  activities"  for  the  undergraduate 
program  include,  for  example,  undergraduate  admissions  and  student  aid, 
undergraduate  dormitories  and  food  services,  and  intramural  athletics. 
Finally,  there  are  those  activities  which  tend  to  support  all  the  program 
categories  in  an  indirect  way,  and  for  which  there  is  no  clear  relationship 
between  their  level  of  activity  and  the  level  of  activity  in  any  one  program 
category.    These  indirect  siqpport  activities  encompass  all  of  what  might 
be  called  the  central  administration  and  include  the  President's  Office, 
the  Controller;  and  so  on. 
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Table  4  \^ 

PROGRAM  BUDGET  FY  69 
Format  IIA:  University  Levels  Incremental  Cost  Distribution 

Summary 

%  Operating 
$  Millions  Expenses 

L  Undergraduate 

Operating  Expenses  -11.0  15.  1% 

(iterating  Income  4-14,  2 

C^eratinfiiNet  +  3.  2 

New  Construction  Expenses  -  1.  3  . 

IL  Graduate 

Operating  Expenses  -  7. 9  10. 9% 

C^erating  Income  +9.  2 

C^erating  Net  +1.3 

New  Construction  Expenses  -*  0.  4 

IIL  Research  and  Preservation  of  Knowledge 
Sponsored  Research 

Operating  Expenses  -29. 0  Z9. 8% 

Operating  Income  +29.  0 

Operating  Net  0.  0 

New  Construction  Expenses  -  3.  1 

Non-Sponsored  Research  and 
Preservation  of  Knowledge 

Operating  Expenses  -10.2  14.0% 

Operating  Income  +  4.  1 

Operating  Net  -  6. 1 

New  Construction  Expenses  -  1.  5 
IV.  Unallocated 

Operating  Expenses  -14.7  20.  2% 

C^eratihg  Income  +16.  6 

.  Operating  Net  +1.9 

New  Construction  Expenses  -  5.4 

GRAND  TOTAL  - 

(Dperai^  .  -72.8  100. 0%  . 

0^>era^l:ing  Income           :  ;   :  +73.  I 

;  +  0. 3 
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Table  5 


PROGRAM  BUDGET  FY  69 
Format  IIB:  University  Level,  Average  Cost  Distribution 

Svimmary 


$  Millions 


%  Operating 
Expenses 


I.  Undergraduate 

Operating  Expenses 
Operating  Income 
Operating  Net 

II.  Graduate 

Operating  Expenses 
Operating  Income 
(iterating  Net 

III.  Research  and  Preservation  of  Knowledge 

Sponsored  Research 

Operating  Expenses 
Operating  Income 
Operating  Net 

Non-Sponsored  Research  and 
Preservation  of  Knowledge 

Operating  Expenses 

Operating  Income 

Operating  Net 

IV.  Income  Unrelated  to  Expenses 


-13.6 
+15.  1 
+  1.5, 


-10. 1 
+  9.9 
-0.2 


-35.3 
+34.8 
-0.5 


-13.8 
+  5.2 
-8.6 


+  8.  1 


18.  7% 


13.9% 


48.  5% 


18.  9% 


GRAND  TOTAL 


Operating  Expenses 
Operating  Income 
Operating  Net 


-72.8 
+73.1 
+  0.3 


100.0% 
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For  Format  IIA,  we  placed  the  first  two  types  of  activities  (direct 
and  direct  support)  with  their  respective  output  program  categories  while 
the  indirect  support  activities  were  consigned  to  an  unallocated  category. 
Of  course  a  true  incremental  costing  of  the  three  output  categories  would 
also  include  some  part  of  these  indirect  support  activities.   However,  cal- 
culating this  part  would  be  both  complicated  and  of  dubious  value.    It  would 
be  complicated  because  we  would  have  to  perform  detailed  workload  surveys 
to  see  what  relationships  exist  between  these  activities  and  instruction  and 
research.    It  would  be  of  dubious  value  since  the  results  of  such  an  analysis 
would  hardly  be  conclusive  and  since  the  program  changes  likely  to  be  con- 
sidered are  much  smaller  than  the  removal  or  addition  of  the  whole  of  under- 
graduate or  graduate  instruction.    Moreover,  as  long  as  this  unallocated  cat- 
egory is  relatively  small  (we  believe  it  to  represent  about  15%  of  the  Uni- 
versity's expenses),  most  of  the  information  about  overalllevels  of  effort 
can  be  obtained  from  Versions  A  and  B  of  Format  II.    These  versions  bound 
the  **true**  incremental  costs  of  the  major  program  categories. 

The  second  step  in  the  process  of  constructing  Format  II  is  the 
allocation  of  physical  support  costs  to  all  activities  --  direct,  direct  sup- 
port, and  indirect  support.    These  p]:]ysical  support  costs  are  space  costs 
(operation  and  maintenance  of  buildings)  and  equipment  acquisition  costs. 
There  are,  of  course,  some  physical  support  costs  which  cannot  be  tied  to 
particular  activities,  such  as  the  costs  associated  with  roads,  walks,  and 
lawns,  and  operations  of  Universiiy  commercial  properties.   We  have  grouped 
these  unallocated  physical  stqpport  costs  with  the  indirect  support  activities  in 
the  unallocated  category.    The  unallocated  physical  support  costs  represent 
about  5%  of  total  University  expenses.    All  together,  then,  the  xmallocated 
category  represents  about  20%  of  total  University  expenses. 

We  shall  not  attempt  here  to  summarize  the  detailed  account  of  the 
process  of  allocating  costs  and  income  which  is  contained  in  Appendices  D 
and  E.  However,  there  are  two  particular  allocations  of  such  central  im- 
portance that  they  must  be  mentioned  here:  space  costs  and  faculty  salaries. 
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The  principal  problem  we  faced  in  allocating  the  costs  of  building 
space  was  devising  a  relatively  simple  method  of  spreading  these  expenses 
which  would  nevertheless  minimize  the  anomalies  which  always  may  result 
from  application  of  a  single  arbitrary  rule  to  many  different  types  of  situa- 
tions.  We  considered,  but  decided  against,  distributing  space  costs  in  pro- 
portion to  direct  salaries;  the  drawbacks  of  this  allocation  method  were 
particularly  apparent  in  the  case  of  athletic  facilities. 

We  finally  concluded  that  square  footage  was  the  best  measure.  The 
operating  costs  of  each  building  have  been  split  in  proportion  to  the  square 
footage  of  offices,  classrooms,  instructional  and  research  laboratories, 
and  so  on.    The  cost  of  faculty  offices  is  prorated  in  the  same  proportion 
as  tfie  distribution  of  the  individual  faculty  members'  salaries.  Classrooms 
and  instructional  laboratories  are  prorated  between  graduate  and  undergrad- 
uate use  in  proportion  to  the  aictual  hours  of  utilization.    And  research  space 
is  divided  between  sponsored  and  nonsponsored  according  to  the  actual  use 
of  the  individual  laboratory  facilities. 

The  second  allocation  of  primary  importance  is  faculty  salaries. 
This  is  particularly  critical  because  the  distribution  of  most  of  the  other 
expenses  of  academic  departments  is  based  on  the  faculty  salary  allocation. 
The  allocation  of  faculty  salaries  also  raises  many  of  the  most  fundamental 
issues  which  must  be  faced  in  attempting  to  make  any  allocation  of  university 
costs  in  the  context  of  a  program  budget. 

In  brief  outline,  we  allocated  faculty  salaries  in  three  steps.  First, 
salaries  charged  directly  to  sponsored  research  projects  were  allocated  to 
the  sponsored  research  category.    Second,  we  made  estimates  of  time  de- 
voted to  undergraduate  and  graduate  instruction  and  "unallocated"  activities 
(such  as  chairmanship  duties)  based  on  the  CAFSIS  reports  (see  Appendix  C). 
Third,  the  allocation  to  nonsponsored  research  and  preservation  of  knowledge 
was  derived  as  a  residual  by  subtracting  the  time  devoted  to  the  other  activ- 
ities from  an  assumed  total  work  week  of  fifty  hours.    (All  paid  leaves  of 
absence  are  also  included  in  the  "nonsponsored  research"  category. ) 
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By  its  very  nature,  this  last  category  (nonsponsored  research  and 
preservation  of  knowledge,  including  "keeping  up  with  the  field'')  is  very 
difficult  to  measure  accurately.    Its  calculation  as  a  residual  also  subjects 
it  to  considerable  uncertainty.    The  steps  described  above  led  to  an  estimate 
for  nonsponsored  research  and  keeping  up  with  the  field  equal  to  roughly 
50%  of  faculty  salaries  other  than  those  charged  directly  to  sponsored  re- 
search.   We  have  no  great  confidence  in  this  precise  result,  however,  and 
the  "true**  figure  could  certainly  by  anything  from,  say,  30%  to  60%  of  fac- 
ulty salaries.    (The  "true"  percentage  of  faculty  time  will  be  lower  than  the 
true  percentage  of  faculty  salaries  since  the  proportion  of  time  devoted  to 
nonsponsored  research  appears  to  be  higher  for  the  more  senior  --  and  thus, 
in  general,  better  paid      members  of  the  faculty. ) 

Conduct  of  some  "sensitivity"  experiments  gave  us  some  comfort, 
however,  since  it  appears  that  the  overall  results  are  not  affected  mate- 
rially so  long  as  the  nonsponsored  research  component  is  somewhere  in 
the  range  between  about  one-third  and  one -half  of  faculty  salaries  not  charged 
to  research  projects. 

Derivation  of  faculty  salary  allocations  in  this  way  does  have  two 
important  implications  for  actual  decision  making: 

First,  the  fact  that  our  allocation  methods  involve  splitting  up 
the  time  of  individual  faculty  members  means  that  further  analysis  to  de- 
termine true  incremental  costs  will  always  be  necessary  to  determine  ac- 
tual available  alternative  courses  of  action  when  anything  less  than  a  deci- 
sion to  terminate  an  entire  department  is  under  consideration.    Thus,  for 
example,  the  decision  to  suspend  the  Slavic  Languages  and  Literatures 
graduate  program  could  not  lead  to  dollar  savings  exactly  equal  to  the  sum 
shown  under  graduate  education  on  the  format  for  that  department.  The 
reason  is,  of  course,  that  the  same  individuals  do  more  than  one  thing, 
and  perfect  substitutability  of  individuals  across  tasks  is  not  possible. 

Second^  the  existence  of  the  sizeable  nonsponsored  research 
category  (which  might  also  be  appropriately  regarded  as  a  minimum  com- 
mitment to  reading,  to  scholarship,  and  to  research  if  quality  instruction 
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is  to  be  provided  at  an  institution  offering  graduate  and  undergraduate  work) 
has  a  very  direct  bearing  on  decisions  to  increase  or  decrease  resources 
devoted  to  graduate  or  undergraduate  teaching.    For  example,  one  may  not 
simply  make  a  decision  to  increase  resources  devoted  to  undergraduate  in- 
struction without  at  the  same  time  acknowledging  that  th?  nonsponsored  re 
search  category  will  increase  as  well  —  simply  because  'he  additional  fac- 
ulty members  needed  for  undergraduate  instruction  would  themselves  have 
to  devote  a  significant  amount  of  time  to  keeping  up  with  their  fields  if  their 
instruction  was  to  be  of  high  quality  over  any  period  of  time.    On  the  other 
hand,  a  decision  merely  to  transfer  resources  from  graduate  instruction  to 
undergraduate  instruction  (or  vice  versa)  might  perhaps  be  made  without 
altering  substantially  the  nonsponsored  research  category. 

In  a  very  real  sense,  then,  the  category  of  nonsponsored  research 
and  preservation  of  knowledge  (which  includes  major  parts  of  the  costs  of 
such  essential  instruments  of  scholarship  as  the  Library  and  the  Computer 
Center)  represents  the  "core"  of  the  University      the  minimum  outlay  re- 
quired in  order  to  have  undergraduate  and  graduate  programs  of  a  certain 
quality. 

The  size  of  this  core  for  Princeton  is  large,  relatively  speaking, 
and  reveals  much  about  the  nature  of  the  tmiversity.    Its  magnitude  indicates 
the  considerable  stress  Princeton  places  on  the  research  and  keeping-up- 
with-the-field  activities  of  its  faculty,  an  emphasis  which  is  expected  to 
benefit  the  University's  teaching  program.    (For  example,  Princeton's 
library  operating  budget  is  five  to  ten  times  higher  than  those  of  many  out- 
standing undergraduate  colleges.  )  We  believe  that  Princeton  must  bear 
these  substantial  "core"  costs  in  order  to  assemble  and  retain  a  high  qual- 
ity group  of  scholars  in  each  of  the  major  fields  of  study  which  the  University 
attempts  to  cover. 

The  two  accompanying  tables  (6  and  7)  illustrate  this  conception  of 
the  role  of  nonsponsored  research      that  it  is  an  essential  part  of  the  cost 
of  both  graduate  ana  undergraduate  programs  of  instruction.    In  each  table, 
we  have  allocated  all  costs  of  nonsponsored  research  and  the  preservation 
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Table  6 


PROGRAM  BUDGET  FY  69 
Format  IIA 
Sumiif;iary 


$  Millions 


%  Operating 
Expenses 


L  Undergraduate 

Operating  Expenses 
Operating  Income 
Operating  Net 

IL  Graduate 

Operating  Expenses 
Operating  Income 
Operating  Net  j 


-15.7 
-H6. 1 
+  0.4 


-13.4 
fll.  4 
-2.0 


21.6% 


18.  4% 


III.  Research 

Sponsored  Research 

Operating  Expenses 
Operating  Income 
Operating  Net 

IV.  Unallocated 

Operating  Expenses 
Operating  Income 
Operating  Net 

GRAND  TOTAL 


-29.0 
+29.0 
0.0 


-14.7 
+16.6 
+  1.9 


39.  8% 


20.  2% 


Operating  Expenses 
Operating  Income 
Operating  Net 


-72.8 
+73. 1 
+  0.3 


100.  0% 
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Table  7 


PROGRAM  BUDGET  FY  69 
Format  IIB  (Without  Unallocated) 
Summary 


$  Millions 


%  Operating 
Expenses 


L  Undergraduate 

Operating  Expenses 
Operating  Income 
Operating  Net 

XL  Graduate 

Operating  Expenses 
Operating  Income 
Operating  Net 

IIL  Research 

Sponsored  Research 

Operating  Expenses 
Operating  Income 
Operating  Net 

IV.  Income  Unrelated  to  Expenses 

GRAND  TOTAL 

Operating  Expenses 
Operating  Income 
Operating  Net 


-20.0 
-H7.  5 
-  2.  5 


-17.  5 
+12.  7 
-  4.8 


-35.  3 
+34.  8 
-  0.  5 


+  8.  1 


-72.8 
+73.  1 
+  0,3 


27.  5% 


24.  0% 


48.5% 


100.0% 
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of  knowledge  to  the  undergraduate  and  graduate  programs  in  proportion  to 
the  faculty  salaries  distributed  to  those  programs.    Table  6  contains  the 
unallocated  category  discussed  earlier,  while  Table?  has  this  component 
distributed  among  the  other  categories. 

Conclusions:  Program  Budgeting  at  Princeton 

We  should  first  emphasize  that  our  conclusions  about  program 
budgeting  at  Princeton  must  be  more  provisional  than  our  conclusions 
about  other  aspects  of  this  study,  for  the  simple  reason  that  we  have  had 
more  actual  experience  in  implementing  the  more  traditional  resource 
allocation  methods.   Having  said  this,  however,  we  hasten  to  add  our  con- 
viction that  program  budgeting      and  particularly  the  techniques  of  anal- 
ysis associated  with  it      can  be  of  great  value  in  a  university  setting. 

At  the  same  time,  we  do  not  believe  that  aU  of  the  elements  of  a 
total  program  budgeting  system  are  appropriate  at  a  university  such  as 
Princeton.   In  the  paragraphs  that  follow,  we  will  describe  the  elements 
of  program  budgeting  we  have  found  to  be  particularly,  valuable.    At  the  end 
of  this  section,  we  will  add  some  comments  concerning  the  limitations  of 
program  budgeting. 

1.  Perhaps  the  most  salutary  result  of  thinking  in  program  budget 
terms  has  been  a  greater  awareness  of  the  total  costs  of  various  University 
activities.    This  awareness  is  particularly  keen  on  the  part  of  members  of 
the  central  administration  and  the  Priorities  Committee;  as  time  goes  on, 
we  hope  that  department  chairmen  (in  particular)  and  other  members  of  the 
University  community  will  think  more  in  these  terms  as  well. 

2.  As  a  corollary  to  this  observation,  the  program  budget  approach 
forces  one  to  focus  on  the  total  implications  of  decisions  which  are  under  con* 
sideration.   A  recent  concrete  example  of  the  application  of  this  sort  of  anal- 
ysis was  a  decision  not  to  offer  an  appointment  to  a  prospective  faculty  mem* 
ber  because  of  the  very  high  cost  of  making  it  possible  for  him  to  pursue  his 
particular  field  of  specialization  here  at  Princeton. 
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3.  The  analytical  techniques  and  the  formats  of  presentation  have 
proved  particularly  valuable  (indeed  essential)  in  establishing  user  charges 
of  various  kinds      from  faculty  rents  to  undergraduate  room  and  board 
charges. 

4.  A  multi-year  planning  context  is  essential  not  only  because 
commitments  (to  students  and  others)  must  extend  over  at  leaist  this  period 
of  time,  but  for  other  reasons  as  well.    For  example,  we  have  already  found 
that  the  existence  of  an  approved  provisional  plan  means  that  the  central 
administration  and  the  Priorities  Committee  do  not  need  to  examine  —  in 
nearly  so  much  detail      every  area  of  the  budget  every  year. 

5.  Although  no  program  budget  system  can  pretend  to  answer  all 
possible  questions  which  may  arise,  the  very  existence  of  some  system 
assures  that  at  least  the  basic  data  will  be  available  when  needed  to  answer 
questions  no  one  has  yet  asked,  and  to  help  solve  problems  which  have  not 
yet  arisen. 

6.  There  may  be  ancillary  benefits  of  the  system,  and  these  are  still 
being  explored.    For  example,  it  may  be  possible  to  use  some  of  the  pro- 
gram budget  work  done  to  date  to  obtain  indirect  cost  allocations  needed  in 
conjunction  with  Goverrunent  sponsored  research  contracts;  these  have  been 
obtained  mainly  through  hand  calculations  in  the  past. 

At  the  same  time  that  we  recognize  these  advantages,  it  is  important 
not  to  oversell  program  budgeting.    Our  experience  leads  us  to  conclude  that 
some  elements  of  a  total  program  budgeting  system  may  be  inappropriate  at 
a  college  or  university  like  Princeton.   Also  there  are  several  general  cau- 
tions which  need  to  be  kept  in  mind  in  considering  the  application  of  program 
budgeting  to  colleges  and  universities. 

1.  The  first  limitation  of  any  system  of  this  kind  is  simply  the 
difficulty  of  quantifying  goals,  especially  where  quality  is  much  more  im- 
portant than  quantity. 

2.  A  great  deal  of  time  and  effort  are  required  not  only  to  develop 
a  system  but  to  keep  the  system  and  the  data  necessary  for  its  ftmctioning 
correct  and  up-to-date.    And,  we  doiabt  seriously  the  wisdom  of  attempting 
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to  apply  all  elements  of  the  system  to  a  university  such  as  Princeton, 
especially  on  an  annual  basis.   Major  changes  simply  do  not  occur  that 
frequently.    Moreover,  the  division  of  the  total  university  budget  between 
graduate  education,  undergraduate  education,  and  the  like  maybe  a  much 
more  valuable  exercise  in  a  university  which  has  separate  faculties  (which 
Princeton  does  not)  and  where  there  is  less  interaction  among  these  activ- 
ities.   There  is  considerable  arbitrariness  and  a  certain  unreality  about 
any  such  exercise  in  proration  in  our  context.    In  thinking  about  investments 
in  program  budgeting,  these  limitations  need  to  be  considered,  as  well  as 
the  costliness  of  the  budgeting  process.    Surely  it  makes  no  &3nse  to  apply 
cost-benefit  analysis  to  everything  but  cost-benefit  analysis  itself. 

3.  In  utilizing  any  of  the  outputs  of  the  system,  one  must  keep  in 
mind  that  further  analysis  Will  almost  always  be  needed,  for  example  to 
determine  real  incremental  costs  when  considering  the  suspension  of  a 
program  of  graduate  studies  in  a  particular  department.    The  existence  of 
some  allegedly  "hard  data"  should  not  be  allowed  to  delude  decision-makers 
into  thinking  that  the  process  of  analysis  is  over. 

4.  We  suspect  that  if  we  had  started  out  in  the  first  instance  to 
develop  a  total  system,  rather  than  beginning  with  partial  analyses  related 
to  particular  problems,  that  the  very  real  benefits  to  us  of  program  budget- 
ing would  have  been  delayed  considerably.    Indeed,  if  we  were  to  try  to  sin- 
gle out  one  of  the  most  important  lessons  to  be  learned  from  our  experience, 
it  would  be  that  really  significant  benefits  of  program  budgeting  often  lie  in 
partial  analyses,  which  can  be  done  without  a  total  system. 

5.  As  has  been  stressed  at  several  points  in  this  report,  it  is  ex- 
ceedingly important  to  maintain  a  tie  between  the  program  budget  system 
and  the  accoimting  records  of  the  University.   If  this  is  not  done,  the  numbers 
in  the  program  budget  system  may  have  far  too  much  of  a  life  of  their  own, 
and  as  a  result  they  will  be  ignored  because  they  cannot  be  linked  to  data 
used  to  control  expenditures.   A  close  tie  must  also  be  maintained  between 
the  budget  system  and  the  manner  in  which  the  university  (or  any  other  orga- 
nization) is  managed. 
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6,    Finally,  and  perhaps  this  point  is  as  obvious  as  it  is  important, 
no  budgeting  system,  however  sophisticated,  is  more  than  an  aid  in  the 
painfully  hxmian  process  of  making  choices.   A  good  system  can  clarify  the 
nature  of  the  alternatives,  but  the  choices  themselves  must  be.  rooted  in  the 
values  of  the  institution  and  related  to  a  myriad  of  factors  that  are  hard  if 
not  impossible  to  measure  —  especially  the  quality  of  the  leadership  avail- 
able in  one  area  as  opposed  to  another.    Ironically,  the  better  one  under- 
stands a  program  budgeting  system,  the  less  likely  one  is  to  follow  its 
apparent  implications  in  a  mechanistic  way.    Program  budgets  can  be 
very  valuable  in  helping  to  evaluate  propositions  based  on  what  are  all  too 
often  unspecified  assumptions      and  sometimes  mjrths  —  that  institutions 
have  about  themselves.    But  no  set  of  numbers  ever  tells  the  full  story,  and 
the  more  experience  one  gains  with  techniques  of  quantitative  analysis  in  a 
university  setting,  the  greater  the  awareness  of  the  peculiarly  human  nature 
of  the  educational  enterprise. 


APPENDIX  A 
BUDGET  INSTRUCTIONS 

Princeton  University:  Department       Office  of  the  Budget  Director 

To     Chairmen  of  Academic  Departiients        Date      SEP  2  1  1970 

Subject      Budgeting  for  1971-72 


&From 


Carl  W.  Schafer 
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NOTE:    The  enclosed  instructions  (and  this  memorandum)  are 
intended  to  be  "standard"  instructions,  which  will 
change  little  from  year  to  year.    Policy  guidance 
applicable  to  budget  preparation  for  a  particular 
year  will  be  supplied  in  a  separate  document.  This 
year,  this  guidance  is  contained  in  the  separate 
memorandum  from  the  Provost  which  you  have  recently 
received. 


Enclosed  are  the  materials  to  be  used  in  submitting  your 
budget  requests  for  1971-72.     This  memorandum  discusses  the 
budgeting  procedures  in  general  terms.    Detailed  instructions 
for  completing  the  particular  forms  are  attached. 

Purposes  of  the  Budgeting  Procedures 

As  was  explained  last  year,  the  purposes  of  the  budgeting 
procedures  are: 

1.  To  encourage  Departments  to  think  in  terms  of  an 
overall  teaching  budget  in  developing  their  manning 
proposals. 

2.  To  make  it  easier  for  Departments  to  relate  manning 
proposals  to  such  factors  as:     (a)  impending  retire- 
ments and  terminations;   (b)  trends  in  course  enroll- 
ments and  in  total  classroom  contact  hours;  (c)  the 
amount  of  academic -year  hours  and  salaries  charged 
to  sponsored  research  or  to  other  Departments  and 
activities. 

3.  To  enable  the  central  administration  to  do  a  better 
job  of  comparing  the  merits  of  competing  claims  for 
funds  before  commitments  are  made. 

4.  To  f aci^  tate  the  development  of  an  overall  "trial 
budget'-  kor  the  University  as  a  whole  sufficiently 
far  in  adva:nce  of  the  start  of  the  fiscal  year  to 
permit  more  intelligent  budget  decisions. 


The  Forms 


This  budget  "package"  contains  six  forms  (Forms  1,  2, 
3,  5,  6,  and  10). 

Forms  1,  2,  3,  and  5  concern  only  Faculty  and  other 
personnel  engaged  in  teaching  at  undergraduate  and  graduate 
levels.    These  forms  are  very  similar  to  the  ones  used  last 
year.     Forms  1  and  2  contain  background  information  concerning 
staffing  in  your  department  in  1969-70  and  1970-71  which  we 
hope  will  be  helpful  to  you.    Form  3  concerns  your  requests 
for  teaching  staff  for  1971-72,  and  this  is  the  only  one  of 
the  first  four  forms  that  you  are  to  fill  out.     Form  5  is  a 
summary  of  Forms  1  and  2,  and  the  totals  for  1969-70  and  1970-71 
are  already  recorded  in  the  form.-^ 

Form  6  contains  various  pieces  of  information  concerning 
the  undergraduate  and  graduate  teaching  programs  in  your  Depart- 
ment in  1969-70  and  (estimated)  1970-71  and  1971-72.     It  also 
provides  historical  information  of  a  similar  kind  going  back  to 
1965-66.    We  are  not  asking  you  to  enter  anything  on  Form  6 
unless  you  disagree  with  the  projections  shown. 

Form  10  serves  to  record  information  concerning  all 
categories  of  salaries  and  operating  expenses  other  than 
salaries  of  teaching  personnel  (i.e.  salaries  of  administrative, 
supporting,  and  research  staff,  other  expenses,  etc.).  Actual 
figures  are  shown  for  1969-70  along  with  current  estimates  for 
1970-71.    You  will  need  to  record  your  expr^ctations  and  requests 
for  1971-72  on  this  form.     In  the  case  of  sponsored  projects , 
we  recognize  the  extreme  difficulty  involved  in  making  estimates. 
The  Office  of  Research  and  Project  Administration  is  planning 
to  assist  you  in  arriving  at  what  must  be  crude  estimates. 

A  brief  note  concerning  the  instructions  accompanying 
these  forms.     We  thought  that  it  would  be  helpful  to  make  the 
instructions  as  clear  and  complete  as  possible  in  order  to 
minimize  ambiguities  and  confusion.     One  unfortunate  consequence 
is  that  they  are  quite  long.    Please  note,  however,  that  in  many 
instances  the  explanations  and  comments  apply  only  to  certain 
Departments  and  need  not  concern  the  rest  of  you.    This  is 
particularly  true  of  the  instructions  relating  to  sponsored 
research. 


Suggestions  Concerning  the  Completion  of  the  Forms 

We  suggest  .that  Departments  approach  the  task  of  filling 
out  these  forms  by^irst  considering  the  teaching  needs  that 
will  have  to  be  met  in  1971-72.    The  information  on  Form  6  should 
be  helpful  in  this  regard.     Although  the  historical  information 
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contained  in  Form  6  is  rough  and  often  inaccurate  (it  was  not 
originally  collected  with  an  eye  to  being  used  in  this  way)  ,  it 
r^hould  at  least  serve  as  a  point  of  departure. 

The  problem  of  estimating  staffing  needs  for  1971-72  can 
then  be  approached  by  supplementing  the  information  on  numbers 
of  students  with  an  analysis  of  the  fields  that  must  be  covered, 
etc.     It  is  at  this  point  that  Form  3  becomes  relevant.     It  sets 
out  in  detail  both  present  staffing  commitments  for  1971-72,  and 
those  which  will  terminate  in  June  1971.     However,  it  does  not 
contain  any  information  concerning  anticipated  retirements  or 
leaves.    With  such  additional  information  the  Department  can 
determine  who  will  in  fact  be  here  and  which  Departmental  needs 
they  can  meet.    The  balance  will  have  to  be  covered  by  new 
appointments  (or  reappointments)  in  the  various  Ranks,  including 
graduate  teaching  assistants.    Once  completed.  Form  3  for  all  the 
Ranks  will  contain  the  recommendations  of  the  Department  for  its 
total  Faculty  table  of  organization  for  1971-72. 

In  completing  Form  3,  please  note  that: 

1.    Departments  are  not  being  asked  to  make  recommendations 
at  this  time  concerning^  salary  increases  for  continuing 
personnel  --  rather,  for  the  purpose  of  these  calcula- 
tions, we  are  asking  that  the  individual's  1970-71 
salary  arbitrarily  be  carried  forward  for  1971-72  if 
his  appointment  continues.    Departments  will  be  notified 
later  of  the  funds  available  for  merit  increases,  and 
the  amounts  that  can  be  made  available  for  this  purpose 
will,  of  course,  depend  partly  on  the  number  of  new 
positions  included  in  the  budget. 

.  2.    The  needs  of  the  so-called  Special  Programs  (mainly 
interdepartmental  teaching  programs  and  research- 
sections  and  centers)  must  be  considered  in  deter- 
mining Departmental  recommendations.     The  Directors 
of  all  Special  Programs  are  being  asked  to  prepare 
their  own  budgets,  and  these  must  be  coordinated 
with  the  submissions  of  the  regular  Departments. 


After  Form  3  has  been  completed,  the  implications  of  the 
recommendations  concerning  Faculty  Staffing  should  be  taken  into 
account  in  arriving  at  the  requests  for  supporting  staff,  appro- 
priations for  other  expenses,  etc.,  which  are  to  be  recorded 
on  Form  10. 
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Supporting  Memoyandum 


NOTE :    Please  return  the  original  and  four  (4)  copies  of  the 

supporting  memorandum  with  your  completed  budget  forms > 


As  in  past  years.  Departmental  chairmen  should  return  a 
covering  memorandum  with  the  completed  forms.    This  memorandum 
will  be  extremely  important  in  reviewing  Departmental  requests, 
and  we  suggest  that  it  contain  the  following  sections: 


1.    Any  general  comments  on  the  overall  staffing  needs 

of  the;  Department  in  1971-72,  as  affected  by  estimates 
of  enrollment  and  curricular  plans,  that  will  help 
us  understand  the  reasons  why  the  Department  has 
recommended  meeting  these  needs  by  the  particular 
table  of  organization  proposed  on  Form  3  (so  many 
Assistant  Professors,  so  much  use  of  graduate  students. 


2.  A  discussion  of  any  significant  changes  in  the  proposed 
distribution  of  charges  by  source  of  funds.    Thus,  if 
the  portions  of  Faculty  salaries  charged  to,  say, 
sponsored  research  or  restricted  accounts,  are  to  be 
changed,  an  explanation  will  be  appreciated. 

3.  Any  Department  requesting  permission  to  make  a  new 
appointment  at  the  tenure  Ranks        whether  the 
position  is  to  be  filled  by  the  promotion  of  someone 
now  on  the  Faculty  or  by  an  appointment  from  outside 
.should  provide  a  full  explanation  of  the  reasons  for 
the  request.     If  your  Department  is  requesting  more 
than  one  such  position,  please  indicate  explicitly 
the  order  of  priority. 

4.  If  your  Department  is  recommending  the  appointment  of 
any  additional  Faculty  or  research  personnel  (regardless 
of  Rank),  a  discussion  of  the  implications  for 


--office  space  (including  renovation) 
--laboratory  space  (including  renovation) 
--equipment  purchases 
--library  needs 

--graduate  student  quotas  and  support 
--secretarial  assistance 
--other  additional  expenses. 


etc.)  . 


Details  of  capital  requirements  (including  space 
needs)  will  be  requested  later  on  Forms  14  and  15. 
The  discussion  in  your  covering  memorandum  should, 
however,  identify  the  magnitude  of  such  requirements 
insofar  as  they  relate  to  new  personnel. 

5.  For  each  line  on  Form  10  concerning  supporting  staff 
and  operating  expenses  for  which  the  Department  is 
requesting  an  increase  in  appropriations,  please 
provide  a  full  justification.    This  should  include, 
in  the  case  of  proposed  new  positions,  a  description 
of  each  position  and  the  salary  proposed. 

6.  If  your  Department  is  requesting  any  increase  in 
expenditures  (excluding,  of  course,  increases 
attributable  to  general  salary  increases),  please 
indicate  whether  any  of  the  proposed  increases  can 
be  met  from  sources  other  than  general  funds  (i.e. 
restricted  departmental  accounts,  new  sponsored 
projects,  new  foundation  or  other  grants  to  the 
University).     To  assist  with  this  task,  we  have 
enclosed  a  summary  of  estimated  restricted  income 
for  all  Departments  possessing  significant  accounts 
of  this  nature. 

7.  If  you  wish  to  utilize  the  services  of  graduate 
students  as  assistants  in  instruction  in  the  Depart- 
ment's teaching  program  for  1971-72,  please  indicate 
the  number  of  semester  teaching  hours  you  propose  be 
provided  by  teaching  assistants,  and  any  other 
relevant  information  for  consideration  by  the  Dean 
of  the  Faculty. 


Time  Schedule 

The  deadline  for  return  of  the  completed  forms  and  the 
supporting  memorandum  is  September  29th.    The  ensuing  weeks  will 
be  required  to  compile  and  analyze  the  returns,  to  consult  with 
Department  Chairmen,  to  present  policy  issues  to  the  Priorities 
Committee  of  the  Council  of  the  Princeton  University  Community, 
and  to  make  determinations  concerning  the  overall  budget. 
Decisions  will  be  made  with  respect  to  Departmental  faculty 
manning  requests  just  as  soon  as  adequate  consultation  permits, 
and  every  effort  will  be  made  to  respond  to  all  such  proposals 
by  mid-November.  ^ 

Assistance  in  Preparing  Budget  Materials 

All  questions  concerning  the  budget  forms  and  the  budget 
process  should  be  addressed  to  me  in  the  first  instance.  My 
office  is  220  Nassau  Hall,  and  my  telephone  extension  is  3108. 
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Other  members  of  the  Administration       especially  Dean  Lester , 
Provost  Bowen,  Mr.  Maruca,  and  Mr*  Ostrom       will  be  glad  to 
assist  in  any  way  they  can,  and  I  shall  not  hesitate  to  refer 
questions  to  them  when  that  seems  appropriate. 

We  are  anxious  to  help  in  any  way  possible,  and  we  hope 
you  will  not  hesitate  to  call  us. 

I 
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I  Princeton  University:  Department   --  Office  of  the  Budget  Director 

To    Administrative  Department  Heads  Date     SEP  2  1  1970 

Subject    Budgeting  for  1971-72 

•ROM    Carl  W.  Schafer 
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NOTE:     The  enclosed  instructions  (and  this  memorandum)  are 
intended  to  be  "standard"  instructions,  which  will 
change  little  from  year  to  year.    Policy  guidance 
applicable  to  budget  preparation  for  a  particular 
year  will  be  supplied  in  a  separate  document.  This 
year,  this  guidance  is  contained  in  the  separate 
memorandum  from  the  Provost  which  you  have  recently 
received. 

Enclosed  are  the  materials  to  be  used  in  submitting  your 
budget  requests  for  1971-72. 

Purpose 

The  budgeting  procedures  this  year,  as  last,  have  been 
designed: 

--to  enable  the  central  administration  to  do  a  better  job 
of  comparing  the  merits  of  competing  claims  for  funds  before 
commitments  are  made,  and 

--to  facilitate  the  development  of  an  overall  "trial 
budget"  for  the  University  as  a  whole  sufficiently  far  in  advance 
of  the  start  of  the  fiscal  year  to  permit  more  intelligent  budget 
decisions. 

Preparing  the  1971-72  Budget 

Preparation  of  1971-72  budget  requests  for  the  Administrative 
Departments  is  essentially  a  two-step  process: 

FirsT.^  you  will  need  to  determine  the  nature  of  the  program 
you  wish  to  carry  on  next  year.    For  planning  purposes  only,  all 
Administrative  Departments  should  maxe  tne  same  assumptions  with 
regard  to  cettain  factors  affecting  workload  in  1971-72.  One 
factor  --  continued  implementation  of  coeducation  --  is  sufficiently 
certain  to  make  it  reasonable  to  use  as  a  guide.  Accordingly, 
you  should  assume  the  arrival  of  ^about  200  new  undergraduate 
women  in  1971-72. 
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In  the  case  o£  certain  other  factors,  it  is  not  possible 
to  be  definitive  at  this  time.    The  likely  size  of  the  Faculty, 
administrative  staff,  etc.  will  not  be  known,  of  course,  until 
the  budget  submissions  of  all  Departments  have  been  received. 
Nevertheless,  in  the  interests  of  having  all  departmental  budget 
submissions  on  the  same  basis,  please  make  your  requests  on  the 
following  assumptions: 

--No  change  in  1971-72  in  numbers  of  Faculty,  administration, 
graduate  students,  and  undergraduate  men. 

--Full  operation  of  the  addition  to  the  Princeton  Inn  on 
September  1,  1971. 

--No  other  major  additions  to  physical  plant  completed 
before  June  30,  1972. 

Second,  you  will  need  to  fill  out  the  enclosed  Forms  10  to 
record  your  specific  requests.     Detailed  instructions  for  completing 
the  forms  are  attached.    Several  general  points  are  pertinent: 

1.  Three  copies  of  Form  10  are  enclosed.    Two  copies 
should  be  filled  out  --  one  for  retention  for  your 
records,  another  for  return  to  the  Office  of  the 
Associate  Controller  and  Associate  Budget  Director, 
3rd  floor.  New  South  Building.    The  third  copy  may 
be  used  as  a  rough  draft  if  desired. 

2.  Entries  should  be  clearly  legible. 

3.  In  general,  the  salary  data  pre-printed  on  the  form 
have  been  derived  from  the  Controller's  budget  records: 

--For  1969-70,  the  data  have  been  updated  to  reflect 
final  budget,  results  for  the  year.     (A  copy  of  the 
final  1969-70  Controller's  salary  budget  is  enclosed.) 
In  some  of  the  cases  in  which  organizational  changes 
have  occurred,  the  1969-70  data  have  been  rearranged 
on  form  10  to  match  the  1970-71  structure,  so  that 
infornation  for  all  three  years  on  the  form  will  be 
comparable. 

-^For  1970-71,  the  data  on  the  form  have  been  derived 
from  the  latest  version  of  the  Controller's  salary 
budget,  a  copy  of  which  is  enclosed. 

4.  Salary  information  should,  of  course,  be  kept  confidential. 

5.  The  enclosed  material  frequently  contains  references  to 
various  Departments  of  the  University  by  Department 
number.     This  is  a  three-digit  number  assigned  to  each 
Department  in  the  University's  financial  system.  As 
ail  aid  to  the  use  of  the  material,  there  is  enclosed 

a  list  of  Departments,  with  their  1970-71  numbers. 

■  4C2 
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I  6.    The  Form  10  instructions  have  been  designed  for  use 
I  by  all  Departments  of  the  University.     Some  portions 

I  of  them  do  not  apply  to  the  Administrative  Departments. 

I  Specifically,  you  may  ignore:  ''^ 

--Item  3  of  the  "General"  discussion. 

--Any  and  all  references  to  Forms  1,  2,  3,  5,  and  6, 
(These  forms  pertain  only  to  Academic  Departments.) 

^  _  I 

I  Supporting  Memorandum  i 

NOTE :     Please  return  the  original  and  four  (4)  copies  of  the 
[  supporting  memorandum  with  your  completed  budget  forms. 


A  covering  memorandum  should  be  provided  with  the  completed 
Form  10.    This  memorandum  will  be  extremely  important  in  reviewing 
your  requests y  and  we  suggest  that  it  contain  the  following 
sections : 

1.    Any  general  comments  on  the  overall  needs  of  your 
Department  in  1971-72  that  will  help  us  understand 
your  budget  requests. 


2.  For  each  line  on  Form  10  for  which  you  are  requesting 
an  increase  in  appropriations,  please  provide  a  full 
justification.    This  should  include,  in  the  case  of 
proposed  new  positions,  a  description  of  each  position 
and  the  salary  proposed. 

3.  Where  appropriate,  a  discussion  of  the  workload  of  your 
Department,  including  any  available  workload  statistics 
and  their  trends,  would  be  very  helpful.  Particular 
reference  should  be  made  to  any  new  tasks  your  Depart- 
ment will  be  performing  in  1971-72,  and  to  any  old 
functions  which  will  be  discontinued. 

4.  A  statement  of  any  important  assumptions  you  have  made 
in  arriving  at  your  budget  requests.    TlTis  section 
would  be  particularly  relevant  in  case  there  are  major 
uncertainties  affecting  your  program  for  next  year.  j 

5.  If  appropriate,  a  discussion  of  any  management  improve-  | 
ments  you  are  making  this  year  or  plan  tor  next  year,  | 
particularly  if  these  improvements  would  have  an  impact 

on  your  budget.  'i 

I  { 
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Time  Schedule 

The  deadline  for  return  of  the  completed  Form  10  and  the 
suppprting  memorandum  is  September  29th, 


Assistance  in  Preparing  Budget  Materials 

All  questions  concerning  the  budget  forms  and  the  budget 
process  should  be  addressed  to  me  in  the  first  instance.  My 
office  is  220  Nassau  Hall,  and  my  telephone  extension  is  3108. 
Other  members  of  the  Administration  will  be  glad  to  assist  in 
any  way  they  can  and  I  shall  not  hesitate  to  refer  questions  to 
them  when  that  seems  appropriate. 

We  are  anxious  to  help  in  any  way  possible,  and  we  hope 
you  will  not  hesitate  to  call  us. 
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Instructions 


Enclosed  are  one  set  of  Forms  1  and  5,  and  three  sets  of 
Forms  2,  3,  6,  and  10.    Two  sets  of  Forms  2,  3,  6,  and  10  should 
be  filled  out  (to  the  extent  necessary)        one  for  retention  as 
a    Departmental  :record,  another  for  return  to  the  Office  of  the 
Associate  Controller  and  Associate  Budget  Director,  3rd  floor. 
New  South  Building.    The  third  set  may  be  used  as  a  rough  draft, 
if  desired.    Entries  should  be  clearly  legible.     Salary  information 
should,  of  course,  be  kept  confidential. 

The  basic  scheme  of  the  Forms  is  as  follows: 

--Form  1  presents  information  on  the  Department's  teaching 
staff  for  the  last  completed  academic  year  (1969-70). 

--Form  2  presents  similar  information  for  the  academic  year 
just  beginning  (1970-71). 

--Form  3  provides  a  means  of  recording  your  proposals  in 
this  regard  for  the  academic  year  1971-72,  in  a  format  similar  to 
Forms  1  and  2. 

--Form  5  summarizes  the  first  two  forms;  it  requires  no 
entries  by  Departments. 

--Form  6  provides  historical  information  and  projections 
of  courses.  Faculty  course  contact  hours,  enrollments,  and  other 
"non- dollar"  data. 

--Form  10  provides  a  means  for  recording  1971-72  budget 
requests  for  a3.1  Departmental  staff  and  operating  expenses  not 
covered  on  Form  3. 


1.    The  teaching  Ranks  have  been  treated  on  Forms  1,  2,  3, 
and  5  in  five  groups:    Professors,  Associate  Professors,  Assistant 
Professors,  Lecturers,  and  Graduate  Students.     (For  convenience  of 
grouping,  the  Lecturer  rank  also  includes  Instructors,  Visiting 
Ranks,  and  certain  members  cf  the  professional  research,  professional 
technical,  and  administrative  staffs  who  receive  some  portion  of 
their  salary  for  teaching.)    An  additional  section  relating  to  the 
teaching  services  of  Faculty  and  other  staff  members  of  any  Rank 
purchased  from  other  Departments  has  been  included  when  required. 


General 


2.  Budgetary  data  have  been  provided  for  the  academic  years 
1969-70  and  1970-71.     Forms  for  estimation  of  the  1971-72  budget 
have  also  been  provided.    Each  of  these  forms  is  discussed  in 
detail  below. 

3.  In  general,  the  salary  data  pre-printed  on  the  forms 
have  been  derived  from  the  Controller's  budget  records: 

--For  1969-70,  the  data  have  been  updated  to  reflect  final 
budget  results  for  the  year.     (A  copy  of  the  final  1969-70 
Controller's  salary  budget  is  enclosed.)     In  some  of  the  cases 
in  which  organizational  changes  have  occurred,  the  1969-70  data 
have  been  rearranged  to  match  the  1970-71  structure,  so  that 
information  for  all  three  years  on  the  forms  will  be  comparable. 

--For  1970-71,  the  data  on  the  forms  have  been  derived  from 
the  latest  version  of  the  Controller's  salary  budget,  a  copy  of 
which  is  included  with  these  budget  forms. 

4.  In  general,  it  will  not  be  necessary  to  add  up  the 
columns  of  figures  to  arrive  at  totals  --  the  computer  will  take 
care  of  this  when  you  submit  your  proposed  budget. 

5.  If  any  of  the  data  already  printed  on  the  forms  appear 
to  be  incorrect,  the  incorrect  words  or  figures  should  be  crossed 
out  with  a  single  line  (so  that  the  deleted  material  will  remain 
legible)  and  the  correct  words  or  figures  entered.    An  explanation 
for  the  change  should  be  written  on  the  face  of  the  form  or 
appended. 

6.  These  instructions  often  refer  to  "Academic  Departments" 
(those  having  Department  numbers  below  300).    Certain  of  these 
Departments  are  not  actually  Academic  Departments.    However,  since 
some  of  their  functions  are  similar  to  those  of  Academic  Departments, 
it  has  been  found  useful  to  include  them  with  the  Academic  Depart- 
ments for  certain  budgetary  purposes. 

7.  The  enclosed  forms  frequently  contain  references  to 
various  Departments  of  the  University  by  Department  number.  This 
is  a  three-digit  number  assigned  to  each  Department  in  the 
University's  financial  system.    As  an  aid  to  the  use  of  the  forms, 
there  is  enclosed  a  list  of  Departments,  with  their  1970-71  numbers. 

8.  Note  that  Forms  1,  2,  3,  and  5  contain  no  summer  salaries. 
Summer  salaries  of  Faculty  members  and  graduate  students  are  dealt 
with  only  on  Form  10. 
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Form  No.  1 


This  form  is  based  on  the  actual  academic  year  1969-70 
distributions  as  recorded  by  the  Controller.    The  information 
is  presented  by  Rank  for  four  of  the  Rank  groups  (Professors, 
Associate  Professors,  Assistant  Professors,  and  Lecturers),  and 
for  teaching  services  purchased  from  other  Departments.  (Informa- 
tion concerning  graduate  students  is  shown  separately  on  Forms  5, 
6,  and  10.) 


Column  A:    Payroll  Number  -  This  is  a  number  assigned  to  each 
maiviauai  employed  by  the  University  to  permit 
ready  computer  handling.     It  is  used  here  for 
indexing  and  need  be  of  no  concern. 

Column  B;    Name  -  The  names  of  all  the  individuals  of  the  above 
Ranks  based  in  your  Department  (including  those  so 
carried  for  administrative  convenience  even  though 
the  majority  --or  in  some  cases,  all  --of  their 
time  may  be  spent  in  special  programs  or  on  adminis- 
trative duty)  are  listed  in  this  column.    All  names 
are  listed  according  to  the  Rank  the  individual  held 
at  the  end  of  the  academic  year  1969-70. 

Column  C:     The  Period  of  the  Academic  Year  on  Appointment  - 

The  academic  year  consists  of  the  10  months  start ing 
September  1st  and  ending  the  following  June  30th. 
If  a  Visiting  Lecturer,  for  example,  was  appointed 
for  just  the  fall  semester,  the  letter  F  will  appear 
in  this  column;  if  just  for  the  spring  semester,  the 
letter  S  will  appear.    When  the  period  of  appointment 
covers  the  entire  academic  year,  the  letters  AY  will 
appear.    In  the  unusual  case  in  which  an  appointment 
is  for  a  period  other  than  the  academic  year  or 
one  full  semester,  the  designations  described  above 
have  nevertheless  been  employed.     (For  example,  an 
appointment  for  only  a  part  of  the  fall  semester 
will  be  identified  by  an  ••F.")    Note  that  summer 
appointments  (July  §  August)  are  not  considered, 
and  that  it  is  period  of  appointment,  not  period  of 
active  duty  at  the  University,  that  is  used.  Thus, 
someone  on  leave  for  the  full  year  would  still  have 
AY  noted  in  Column  C,  indicating  that  his  period  of 
appointment  was  the  academic  year. 

Column  D;    The  Percent  of  Duty  T  ime  "  This  is  the  fraction  of 
full-time  duty,  while  on  appointment,  that  was 
expected  of  the  individual.    This  percentage  is 
unaffected  by  leaves  of  absence,  someone  on  leave 
still  being  considered  a  full-time  member  of  the 


I 

I  Faculty  if  he  is  normally  full-time  when  not  on 

I  leave.    An  entry  will  be  made  in  Column  D  only  if 

I  the  percentage  differs  from  1001.     Entries  in  Column  D 

will  occur  frequently  in  the  Visiting  Ranks ^  but  only 
rarely  in  the  regular  Ranks  of  the  Faculty.    A  Faculty 
member  on  full-time  appointment  who  took  a  yearns 
leave  of  absence^  with  or  without  salary,  would  thus 
be  shown  with  a  blank  in  Column  D,  indicating  100% 
duty  time.    A  Visiting  Lecturer,  on  the  other  hand, 
hired  to  perform  a  specific  task  which  took  less 
than  his  full  time  for  the  period  of  his  appointment 
would  appear  in  Column  D  with  a  percentage  represented 
by  the  ratio  of  his  stipend  to  the  full  time  salary 
I  that  would  be  paid  to  someone  of  equivalent  Rank 

and  qualifications  for  the  same  period  of  time.  This 
1  is  sometimes  hard  to  estimate  and,  not  infrequently, 

I  the  percent  of  duty  time  of  part-time  personnel  must 

be  rather  arbitrarily  assigned  on  the  basis  of  comparison 
of  the  task  performed  to  the  full-time  load  commonly 
carried  by  others  of  equivalent  Rank  within  the  same 
discipline . 

Column  E;    The  Percent  of  a  Full  Time  Equivalent  -  This  represents 
the  duty,  expressed  in  percent  of  full  time,  provided 
by  the  individual  over  the  full  academic  year.     It  is 
the  same  as  the  percent  of  duty  time  in  Column  D  when- 
ever the  period  of  time  on  appointment  (shown  in  Column  C) 
is  the  academic  year.     It  is  one-half  of  the  percent  of 
duty  time  (Column  D)  whenever  the  period  of  time  on 
appointment  (Column  C)  is  either  the  fall  (F)  or  spring 
(S). 

Column  F:    Total  Academic  Year  Salary  -  The  total  salary  paid  by 
the  University  (including  in  the  case  of  leaves  with- 
out pay,  an  amount  attributed  to  outside  sources  in 
lieu  of  University  funds)  to  the  individual  during  the 
academic  year.     It  is  the  sum  of  the  amounts  shown  in 
Columns  G,  H,  J,  K,  M,  and  N. 

Column  G:    Distribution  to  General  Funds  (1000  accounts)  -  The 

amount  shown  here  represents  the  portion  of  the  total 
academic-year  salary  (shown  in  Column  F)  that  was  paid 
from  your  Department's  general  fund  accounts. 

Column  H;    Distribution  to  Restricted  Funds  (2000  accounts)  - 
This  amount  is  the  portion  ot  the  total  academic 
year  salary  (shown  in  Column  F)  that  was  paid  from 
special  restricted  funds  such  as  those  arising  from 
Departmental  grants  or  endowments,  but  excluding 
sponsored  projects. 
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Columns  K  §  L: 


Columns  M  §  N: 


Column  J;    Distribution  to  Sponsored  Projects  (4000  §  6000 

accounts}  -  This  column  represents  the  portion  of 
the  total  academic  year  salary  (shown  in  Column  F) 
that  was  paid  from  Departmental  accounts  related 
to  outside  sponsorship  of  projects       both  govern- 
ment (6000  accounts)  and  non-government  (4000 
accounts) . 

Distribution  to  Other  Departments  -  It  is  not  uncommon 
for  a  Faculty  member  based  in  one  Department  to  provide 
services  for  the  benefit  of  another.    Sometimes  this 
is  done  informally  by  mutual  agreement  between  the 
Departments  with  no  transfer  of  funds ,  but  quite  commonly 
the  Department  receiving  the  services  transfers  an 
appropriate  amount  from  its  budget  to  that  of  the  "home" 
Department.     Column  K  represents  the  portion  of  the  total 
academic  year  salary  shown  in  Column  F  which  was  paid 
by  some  other  Department;  Column  L  shows  the  relevant 
account  number  of  the  Department  making  the  payment. 
The  first  three  digits  of  the  account  number  identify 
the  Department;  the  last  four  digits  identify  the 
specific  account  within  that  Department. 

  Distribution  to  Leaves  of  Absence  -  If  a  Faculty  member 

on  leave  of  absence  received  any  portion  of  his  total 
academic  year  salary  from  the  University  during  this 
period  of  leave ,  this  amount  is  shown  in  Column  M.  An 
amount  representing  the  remaining  portion  of  his  total 
salary  shown  in  Column  F       whether  actually  received 
from  outside  sources  or  not  paid  to  him  at  all  is 
recorded  in  Column  N.     (Note  that  Columns  G,  H,  J,  K, 
My  and  N  total  horizontally  to  the  academic  year  salary 
shown  in  Column  F.) 

Column  0;    Comments  -  Certain  information  required  to  explain  the 
entries  in  the  other  columns  is  noted  in  this  column. 
Considerably  fuller  detail  may  be  found  in  the 
Controller's  salary  budgets  for  1969-70  and  1970-71, 
relating  to  this  form  and  Form  2,  respectively.  Copies 
of  the  final  1969-70  budget  and  the  latest  1970-71 
budget  have  been  included  with  these  budget  forms.  For 
example,  a  base  salary  figure  will  sometimes  appear  in 
this  column  (denoted  by  a  dollar  figure  followed  by  the 
letters  "PSE") .    This  entry  is  used  when  the  total  salary 
figure  shown  in  Column  F  is  different  from  the  "regular" 
academic  year  salary  of  the  particular  individual.  A 
difference  weald  arise,  for  instance,  if  a  Faculty  member 
joined  the  University  after  the  beginning  of  the  academic 
year,  and  was  therefore  not  paid  a  full  year's  salary. 
In  this  case,  the  amount  actually  paid  would  appear  in 
Column  F,  and  the  full  academic  year  salary  would  appear  in 


■499 


-  16  - 


Column  0.    A  difference  would  also  arise  when  an 
individual  (such  as  a  Department  chairman)  receives 
an  administrative  override.     In  this  case,  the 
amount  actually  paid  would  appear  in  column  F,  and 
the  "regular"  academic  year  salary  (excluding  the 
administrative  override)  would  appear  in  column  0; 

Column  P;    Field  of  Specialization  -  This  column  contains  a 

two  or  three-word  description  of  the  Faculty  member *s 
major  field  of  competence. 


At  the  bottom  of  each  rank  section,  the  individual  columns 
have  been  totaled.    These  totals  might  be  regarded  as  "University 
Full-Time  Equivalent  Faculty"  rather  than  Faculty  actually 
available  to  each  Department,  since  they  include  leaves  of 
absence  and  charges  made  to  other  Departments. 

Certain  of  the  Rank  sections  have  features  requiring 
further  explanation:  c 

Lecturers  Rank 

1.  In  the  section  covering  Lecturers,  you  will  find  that 
Instructors  and  Visiting  Ranks  have  also  been  listed  for  conven- 
ience of  grouping. 

2.  The  names  of  any  members  of  the  professional  research 
staff,  professional  technical  staff ,  or  administrative  staff 
based  in  your  Department  who  teach  in  your  Department  have  also 
been  listed.     No  individual  in  this  category  has  been  listed, 
however,  if  all  of  his  academic  year  salary  is  charged  to 
sponsored  projects  (4000  and  6000  accounts).    Only  the  portion 
of  these  individuals'  total  academic  year  salaries  which  is 
attributable  to  the  performance  of  teaching  duties  is  shown. 
The  reason  for  including  these  members  of  the  non-Faculty  Ranks 

on  the  form  is  to  present  a  more  complete  picture  of  the  resources 
actually  devoted  to  the  Department's  program  of  instruction. 

3.  In  Column  0  ("Comments**)  in  this  Section,  the  Rank  of 
each  individual  (for  example,  "Visiting  Lecturer"  or  "Research 
Scholar")  has  been  indicated. 

"Purchases  from  Other  Departments"  Rank 

1.    This  section  shows  the  teaching  services  of  Faculty  and 
other  staff  members  of  any  Rank  which  were  purchased  from  other 
Departments.     The  Department  from  which  services  were  purchased 
is  identified  in  each  case  by  Department  number  in  Column  0 
("Comments") .    The  enclosed  list  of  Department  numbers  identifies 
the  Departments  corresponding  to  each  of  these  Department  numbers. 
The  rank  of  each  individual  being  purchased  is  also  shown  in 
Column  0  ("Comments"). 
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2.     In  this  section  of  the  form,  Column  C  (period  of  the 
Academic  Year  on  Appointment)  and  Column  D  (Percent  of  Duty  Time) 
are  always  blank.    This  is  because  only  the  portion  of  a  full-time 
equivalent  person  being  purchased  (Column  E)  has  relevance  in  the 
case  of  purchases  from  other  departments. 


Form  No,  2 

Form  2  is  constructed  in  the  same  manner  as  Form  1  with 
each  of  the  columns  having  the  same  significance.  However^ 
rather  than  reflecting  final  1969-70  results ^  the  data  are 
derived  from  the  latest  Controller's  budget  for  the  current 
year  1970-71, 

The  following,  special  considerations  apply  to  Form  2: 

1,  Since  the  form  contains  information  relating  to  the. 
academic  year  just  beginning ^  it  is  possible  that  Departments 
may  wish  to  propose  changes  in  the  budget.    Any  proposed  changes 
should  be  taken  up  with  the  Office  of  the  Dean  of  the  Faculty  in 
the  usual  manner, 

2,  In  a  few  cases^  positions  having  payroll  numbers  in 
Column  A  beginning  with  "98"  are  shown  on  th'e  forms.  These 
entries  represent  vacancies  now  carried  on  the  Controller's 
records.     If  it  is  not  now  planned  to  fill  one  of  these 
vacancies  9  the  line  should  be  crossed  off  the  form, 

3,  Column  P  (Field  of  Specialization)  should  be  filled  in 
for  any  position  which  now  has  that  column  blank,    A  two  or 
three-word  description  will  suffice.    The  fields  of  specialization 
already  shown  on  the  form  may  also  be  edited  or  corrected. 
Abbreviations  should  be  used^  if  necessary^  so  as  to  limit  the 
description  to  14  characters  and  spaces. 


Form  No,  3 


J 


The  basic  purpose  of  Form  3  is  to  record  your  Department's 
table  of  organization  for  next  year ^  including  a  distribution  of 
salaries  among  the  sources  financing  them.    Form  3  is  in  a  format 
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similar  to  Forms  1  and  2,  thus  facilitating  comparisons.  Since 
it  requests  information  relating  to  Departmental  plans  for  the 
1971-72  academic  year,  most  of  the  information  must  be  filled  in 
by  the  Departments. 

Several  features  of  the  form  should  be  mentioned  at  the 
outset: 

1.  On  each  of  the  rank  sheets  (except  for  the  sheet  provided 
for  purchases  from  other  Departments) ,  Columns  A,  and 

F  have  been  filled  in;  these  entries  are  reproductions  of  the 
corresponding  entries  on  Form  2. 

2.  A  separate  (blank)  rank  sheet  has  been  provided  for 
recording  expected  purchases  from  other  Departments. 

3.  Since  it  is  too  early  to  know  what  funds  may  be  available 
for  salary  increases,  the  total  salary  figures  used  on  Form  3  are 
the  same  ^s  those  shown  for  1970-71  on  Form  2. 

4.  Column  0  ("Comments")  contains  a  new  element  of  information 
(not  shown  on  Forms  1  and  2)  ,  namely ,  the  termination  year  of  each 
appointment.     In  the  case  of  faculty  on  continuing  appointment,  the 
termination  year  shown  is  the  expected  year  of  retirement  under 
current  University  policies. 

5.  In  the  case  of  appointments  terminating  in  1971,  the 
words  "terminating  1971"  have  been  pre-printed  on  the  form. 

6.  Space,  has  been  provided  on  each  of  the  rank  sheets 
(except  for  purchases  from  other  Departments)  for  "requested 
additions  to  this  Rank." 


Filling  out  the  forms 

In  the  process  of  filling  out  Form  3,  you  will  be  entering 
each  appointment,  reappointment,  promotion,  etc.  on  one  line  of 
the  appropriate  rank  sheet.    Each  time  such  a  line  entry  is  made, 
certain  information  must  be  recorded  in  the  various  columns  of 
the  form.     (The  meaning  of  each  column  was  given  in  the  description 
of  Form  1  above.)     In  general,  the  following  information  should  be 
filled  in  for  each  individual: 

Column  A:    Payroll  number.    Fill  in  when  such  a  number  now  exists. 


that  is  when  it  is  either  printed  on  the  form  already 
or  shown  in  the  most  recent  version  of  the  1970-71 
budget  transmitted  to  you  along  with  the  budget  forms. 
Leave  blank  in  the  case  of  proposed  appointments  from 
outside  Princeton  in  1971-72. 


Column  Bs 


Name^    Fill  in  if  known. 
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Columns  C>  D> 
and  E: 


Column  F: 


Columns  G 
through  N: 


Period  of  appointment,  percentage  of  duty  time, 
and  percentage  of  a  full-time  equivalent: 

--When  an  appointment  is  expected  to  be  full- 
time  and  for  the  full  academic  year  (i,e,  when 
the  full-time  equivalent  is  1001),  no  entry  is 
needed. 

--When  an  appointment  is  for  one  semester  only,  or 
when  an  appointment  is  not  for  full-time  duty,  fill 
in  all  three  columns  (C,  D,  and  E)  ,  referring  to 
the  explanations  of  these  columns  in  the  description 
of  Form  1  above.     In  case  it  has  not  yet  been 
determined  whether  a  one -semester  purchase  will  be 
for  the  fall  (F)  or  spring  (S)  ,  please  enter  the 
most  likely  designation  in  Column  C. 

--When  a  purchase  of  time  is  to  be  made  from  another 
department,  leave  columns  C  and  D  blank,  but  always 
fill  in  column  E  to  indicate  the  percentage  of  a 
full-time  equivalent  being  purchased. 

Total  academic  year  salary.     Fill  in  the  individual's 
current  year  (1970-71)  salary  in  all  cases,  even  if 
a  promotion  is  being  proposed.    In  the  case  of 
proposed  appointments  from  outside  Princeton  in 
1971-72,  enter  your  best  evaluation  of  the  actual 
salary  to  be  offered. 


In  these  columns,  you  should  distribute  the  total 
academic  year  salary  (shown  in  Column  F)  among  the 
various  sources  that  finance  it.    A  few  considerations 
bear  mentioning: 

--When  a  portion  of  an  individual's  salary  is  paid 
by  a  sponsored  project  of  another  Department,  the 
entries  relating  to  that  portion  should  be  made  in 
Columns  K  and  L  ("purchased  by  other  Departments"), 
not  in  Column  J  ("sponsored  projects"). 

--Columns  K  and  L  ("purchased  by  other  Departments") 
will  be  the  subject  of  interdepartmental  negotiation. 
Note  that  both  the  amount  (Column  K)  to  be  paid  by 
the  other  Department  for  the  services  of  a  member 
of  your  Department,  and  the  account  number  (Column  L) 
of  the  other  Department,  from  which  the  payment  is 
made,  must  be  determined  and  entered. 
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Column  0 :      Conunents.     Enter  the  termination  year  of  the  appoint- 
ment, if  the  individual  is  not  already  on  continuing 
appointment  or  being  proposed  for  continuing  appointment 
In  addition,  in  each  case  in  which  you  cross  off  an 
individual  where  he  now  appears  pre-]printed  on  the~form 
(the  circumstances  in  which  this  action  is  appropriate 
are  discussed  in  detail  below) ,  enter  the  reason  for 
crossing  him  off  (e.g.  reappointment,  promotion, 
resignation,  retirement,  etc.)  in  Column  0  on  the  line 
where  he  originally  appeared. 

Column  P :      Field  of  specialization.    Please  enter  in  each  case. 

Fields  of  specialization  for  present  Faculty  members 
have  been  pre-printed,  where  known.     They  should  be 
checked,  edited,  and  entries  should  be  made  where  none 
appear  now.    Fields  of  specialization  for  proposed 
additions  to  your  Department's  Faculty  should  also  be 
entered.    Abbreviations  should  be  used,  if  necessary, 
so  as  to  limit  the  description  to  14  characters  and 
spaces. 


The  following  steps  are  necessary  to  fill  out  the  forms . 
They  need  not,  of  course,  be  followed  in  the  order  mentioned,  if 
you  prefer  otherwise,  but  they  are  suggested  as  one  feasible 
approach : 

First  Step:      Review  the  appointments  which  terminate  in  1971; 

--If  it  is  desired  to  reappoint  an  individual  at  the 
same  rank,  cross  him  off  the  form  where  he  now  appears 
and  enter  him  on  the  lower  portion  of  the  same  form 
headed  ''requested  additions  to  this  Rank." 

--If  it  is  desired  to  reappoint  an  individual  at  a 
higher  Rank,  cross  him  off  the  form  where  he  now 
appears,  and  enter  him  in  the  "requested  additions 
to  this  Rank"  section  of  the  appropriate  higher  rank 
sheet. 

--If  the  termination  of  an  individual's  appointment 
will  stand,  take  no  action. 

Second  Step:    Review  the  remaining  appointments  pre-printed  on 
the  forms : 

--If  an  individual  will  be  continuing  at  the  same 
Rank,  take  no  action,  unless  his  field  of 
specialization  in  Column  P  needs  editing  or  is 
missing. 
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--If  it  is  desired  to  propose  a  promotion  for  an 
individual  y  cross  him  off  the  form  where  he  now 
appears  y  and  enter  him  in  the  ''requested  additions 
to  this  Rank"  section  of  the  appropriate  higher 
rank  sheet. 

--if  an  individual  is  known  to  be  leaving  (for 
reasons  of  retirement  or  otherwise),  cross  him 
off  the  form  where  he  now  appears  and  enter  the 
reason  in  column  0. 


Third  Step;      Check  the  forms  to  make  sure  that  the  following 


cases>  have  not  been  overlooked: 

--Vacancies  appearing  on  Form  2  for  the  current 
year  will  not  have  been  carried  over  to  Form  3, 
If  a  vacancy  is  expected  to  be  filled  during 

1970-  71,  and  the  individual  will  continue  in 

1971-  72,  you  will  need  to  add  this  position  to 
Form  3, 

--You  may  be  planning  to  use,  in  your  Department's 
teaching  program  in  1971-72,  a  member  of  one  of 
the  research  or  technical  Ranks,  or  of  the  adminis- 
trative staff,  of  your  Department  who  was  not 
teaching  in  1970-71,    He,  too,  must  be  added  to 
Form  3, 

In  all  such  cases,  each  column  should  be  filled 
in  for  these  positions  in  the  **requested  additions 
to  this  Rank"  section  of  the  appropriate  rank  sheet. 
(Information  concerning  payroll  numbers,  etc,  for 
the  research  and  other  Ranks  not  already  appearing 
on  the  forms  may  be  found  in  the  most  recent  version 
of  the  1970-71  budget,  provided  to  you  with  the 
budget  forms.)    Remember  that  Column  F,  in  the  case 
of  members  of  one  of  the  research  or  technical  ranks, 
or  of  the  administrative  staff,  should  contain  only 
the  portion  of  each  individual's  salary  which  is 
attributable  to  the  performance  of  teaching  duties. 


Fourth  Step:     Record  the  teaching  services  which  you  propose  to 


purchase  from  other  Departments .    Please  consult 
with  the  chairman  of  each  individual's  home 
Department  to  be  sure  that  the  concomitant  inter- 
departmental charges  are  mutually  agreeable,  and 
to  obtain  the  information  required  to  complete  the 
form.     In  order  to  budget  for  such  services,  a 
blank  Form  3  has  been  provided.    The  columns  should 
all  be  filled  out  as  described  above,  with  the 
following  modifications: 
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--Column  E.  Interdepartmental  negotiations  should 
establish  the  percentage  of  a  full-time  equivalent 
being  purchased. 

--Column  F  -  enter  only  the  amount  of  the  individual's 
academic  year  salary  for  which  your  Department  will 
be  responsible*. 

--Column  0  -  enter  the  name  of  the  Department 
furnishing  the  Faculty  or  other  staff  member* 


Fifth  Step;      Record  the  needs  of  the  Department  which  you 


propose  to  meet  by  appointments  from  outside 
Princeton.    Entries  for  each  such  appointment 
should  be  made  in  the  "requested  additions  to. 
this  Rank"  section  of  the  appropriate  rank  sheet. 
In  Column  B,  enter  the  name  of  the  individual 
if  known;  otherwise,  enter  a  Roman  numeral  (I,  II, 
etc. ) . 

In  case  the  salary  of  a  proposed  appointee  from 
outside  Princeton  is  to  be  paid  by  more  than 
one  Department,  the  Department  Chairmen  concerned 
should  agree  on  (1)  which  Academic  Department 
will  be  regarded  as  home  base  for  the  new  appointee, 
(2)  the  amount  and  source  of  salary  to  be  contri- 
buted by  each  Department,  and  (3)  other  matters 
(full  time  equivalents,  account  number,  etc.) 
customarily  at  issue  in  such  cases.    The  home 
Department  will  enter  an  appointment  on  its 
Form  3  for  the  appropriate  Rank  under  "requested 
additions  to  this  Rank"  in  the  usual  fashion  and 
will  show  the  salary  portion  to  be  charged  to  the 
other  Department  in  Column  K.    The  other  Department 
will  show  the  appointee  on  its  "Purchases  from 
other  Departments"  rank  sheet  in  the  usual  manner. 
If  the  name  of  the  individual  is  not  known,  both 
Departments  should  use  the  same  Roman  numeral  in 
Column  B. 


Upon  completion  of  these  five  steps,  Form  3  will  represent 
a  rough  table  of  organization  of  the  Department's  teaching  staff 
for  1971-72   (with  the  exception  of  graduate  students). 

A  few  final  words  about  Form  3: 

1.    It  was  stated  as  a  general  rule  above  that  all  salaries 
on  Form  3  should  exactly  equal  the  corresponding  salaries  for 
those  same  individuals  shown  on  Form  2  for  the  current  year.  (It 
is  these  salaries  that  were  carried  over  and  pre-printed  on  Form  3.) 
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There  is  one  exception  to  this  general  rule.    When  an  individual 
is  employed  either  less  than  full-time,  or  for  less  than  a  full 
academic  year,  for  either  1970-71  or  1971-72,  the  salaries  for 
the  two  years  should  not  agree  if  the  full-time  equivalent  in 
one  year  is  different  from  the  full-time  equivalent  in  the  other 
year*    A  proportional  adjustment  to  the  dollar  figures  should  be 
made  in  such  cases. 

2*     It  is  particularly  important  that  Departments  (Academic 
or  other)  involved  in  a  transfer  of  funds  for  services  rendered 
by  Faculty  members  and  other  staff  outside  of  their  home  Depart- 
ments agree  on  the  individuals,  the  amounts ,  and  the  accounts 
involved.    Be  sure  to  cross-check  all  such  salary  distributions 
with  the  Chairmen  of  the  Departments  involved. 

3.  In  a  similar  manner,  all  salary  distributions  made  to 
sponsored  research  accounts  should  be  checked  with  the  principal 
investigator  to  determine  that  there  is  a  reasonable  likelihood 
that  the  necessary  funds  will  be  available. 

4.  There  is  no  need  to  total  Form  3.    The  computer  will 
take  care  of  this. 


Form  5  presents  --  for  1969-70  on  one  sheet  and  for  1970-71 
on  another  sheet  --  a  summary  of  the  material  recorded  on  Forms 
1  and  2,  together  with  information  concerning  graduate  teaching 
assistants.    A  Form  5  will  also  be  prepared  later  and  furnished 
to  you  for  1971-72,  based  on  data  you  are  providing  on  Form  3. 

There  is  no  need  for  you  to  make  any  entries  on  Form  5 ,  as 
the  form  is  produced  entirely  by  machine.    However,  a  brief 
description  of  the  content  of  the  various  columns  and  lines  is 
provided  here  for  information: 

Columns  A  through  F  summarize  the  entries  in  Columns  G 
through  K,  M,  and  N  of  Forms  1  and  2,  which  relate  to  the 
distribution  of  salaries  among  the  various  sources  which  finance 
those  salaries.    In  addition,  the  same  kind  of  information 
concerning  graduate  teaching  assistants    has  been  added  to  these 
columns . 

Columns  G  and  H  summarize  the  total  academic  year  salaries 
and  full-time  equivalents  detailed  in  Columns  F  and  E  of 
Forms  1  and  2,  together  with  the  same  information  for  graduate 
teaching  assistants. 


Form  No.  5 
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Column  J  presents  the  result  of  dividing  the  salary  shown 
in  Column  G  by  the  number  of  full-time  equivalents  shown  in 
Column  H  to  obtain  the  average  salary  paid  to  a  full-time 
equivalent  in  each  Rank,  including  graduate  teaching  assistants; 

Columns  K>  L,  and  M  provide  the  same  kinds  of  information 
as  Columns  G,  H,  and  J,  except  that  the  salary  and  full-time 
equivalent  figures  relate  to  the  Department's  teaching  budget 
(total  salaries  less  those  charged  to  other  Departments  and 
sponsored  projects  and  those  absorbed  by  sources  outside  the 
University  while  a  man  is  on  leave). 

Column  N  presents  a  measure  of  effective  available  manpower , 
that  is  the  full-time  equivalents  relating  to  the  Department's 
teaching  budget,  excluding  all  leaves.     (The  full-time  equivalents 
shown  here  are  associated  with  the  salary  figures  shown  in 
Columns  A  and  B.)    Column  N  differs  from  Column  L,  in  that 
Column  L  includes  leaves  of  absence  paid  by  Princeton,  while 
Column  N  does  not. 


Lines  1  through  5  summarize  the  corresponding  Rank  sheets 
of  Forms  1  and  2. 

Line  6  presents  salary  and  full-time  equivalent  data  for 
graduate  student  teaching  assistants  who  were  paid  salaries  by 
your  Department  in  1969-70,  and  who  are  included  in  your  Depart- 
ment's budget  for  1970-71.     For  1970-71,  the  salary  amounts 
shown  include  tuition  payments  made  on  behalf  of  these  assistants 
in  instruction. 

Line  7  totals  all  of  the  salaries  listed  on  the  first  six 
lines  of  the  form. 

Line  8  expresses  each  salary  total  shown  on  line  7  as  a 
percentage  of  the  total  of  all  such  salaries  shown  on  line  7  in 
Column  G.    Thus,  the  percentage  of  these  salaries  which  is  paid 
from  general  funds,  restricted  funds,  sponsored  projects,  etc. 
is  revealed. 

Line  9  provides  salary  totals  for  Faculty  of  your  Department 
(lines  1  through  4  above). 

Line  10  provides  salary  totals  for  all  Faculty  devoted  to 
the  Department's  program,  whether  home-based  in  your  Department 
or  purchased  from  other  Departments. 

Line  11  provides  salary  totals  for  all  teaching  appointments 
in  your  Department  --  Faculty  and  graduate  teaching  assistants. 
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Form  No.  6 


General 

Form  6  presents  for  your  information  a  survey  of  the 
teaching  activity  of  the  Department  in  terms  of  the  numbers  of 
students  enrolled,  courses  offered,  and  degrees  granted,  as 
well  as  the  distribution  of  teaching  hours. 

Data  have  been  provided  on  the  form  for  the  academic  years 
1965-66  through  1969-70.    In  addition,  estimates  (including  the 
estimated  impact  of  the  entrance  of  additional  women  undergraduates) 
have  been  entered  for  the  current  academic  year,  1970-71,  and  for 
1971-72.    Data  for  1970-71  are  our  best  estimates,  based  on 
preliminary  information.    Data  for  1971-72  are,  of  course,  rough 
projections.    We  recognize  that  information  for  both  of  these 
years  cannot  be  precise  at  this  stage,  but  hope  that  even  rough 
estimates  will  prove  useful  for  planning  purposes. 

You  need  make  no  entries  on  Form  6  unless  you  disagree- 
with  any  of  the  estimates  shown.    Any  disagreement  may  be  indicated 
by  marking  up  the  form  to  show    your  own  estimates,  and  sending  it 
back  to  us  along  with  the  other  completed  budget  forms. 


Detailed  Explanation  of  the  Form 

Line  1  lists  the  number  of  graduate  courses  offered  by  the 
Department  during  the  academic  year. 

Line  2  presents  the  combined  enrollment  of  all  the  courses 
counted  on  line  1.    These  are  registered  enrollments  and  do  not 
include  auditors. 

Line  3  is  a  tabulation  of  the  Faculty  Course  Contact  Hours 
associated  with  these  courses  for  Faculty  of  your  own  Department. 
A  section  of  a  course  meeting  with  one  Faculty  member  for  one 
hour  per  week  during  one  semester  generates  one  Faculty  bourse 
Contact  Hour. 

Line  4  records  the  Faculty  Course  Contact  Hours  associated 
with  these  same  courses  which  have  been  contributed  by  Faculty 
of  other  Departments. 

Line  5  is  the  sum  of  lines  3  and  4.     It  represents  the  total 
Faculty  Course  Contact  Hours  for  the  graduate  courses  of  your 
Department. 
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Line  6  represents  the  Faculty  Course  Contact  Hours 
contributed  by  Faculty  of  your  Department  to  other  Departments, 
for  the  graduate  courses  of  those  other  Departments. 

Line  7  gives  the  number  of  1st  and  2nd  year  graduate 
students  registered  at  the  beginning  of  the  fall  semester  of 
each  academic  year. 

Line  8  lists  all  the  other  registered  graduate  students 
recorded  at  this  same  time. 

Line  9  is  the  sum  of  lines  7  and  8.    The  figures  in 
lines  7  through  9  are  for  degree  candidates  only  (except  for 
Woodrow  Wilson  School,  where  visiting  students  are  included). 

Line  10  tabulates  the  number  of  Ph.D.  degrees  granted 
by  the  Department  each  year. 

Line  11  tabulates  the  number  of  Professional  Masters 
degrees  granted  each  year. 

Line  12  gives  the  number  of  undergraduate  courses  bearing 
identifying  numbers  below  300  offered  by  the  Department  during 
both  semesters  of  the  given  academic  year. 

Line  13  is  the  corresponding  number  of  undergraduate 
courses  bearing  identifying  numbers  of  300  and  above. 

Line  14  gives  the  total  number  of  undergraduate  courses 
offered  by  the  Department  during  the  academic  year  (lines  12 
and  13) .  . 

,  "  Line  15  presents  the  total  enrollment  recorded  for  courses 
listed^ on  line  12. 

Line  16  presents  the  total  enrollments  recorded  for  courses 
listed  on  line  13. 

Line  17  is  the  sum  of  lines  15  and  16  (total  enrollments 
recorded  for  courses  listed  on  line  14). 

Line  18  is  a  tabulation  of  the  Faculty  Course  Contact  Hours 
involved  in  undergraduate  instruction  for  Faculty  of  your  own 
Department.     It  is  the  undergraduate  equivalent  of  the  quantity 
presented  on  line  3.  ;5 

Line  19  is  a  tabulation  of  the  Faculty  Course  Contact  Hours 
involved  in  undergraduate  instruction  which  have  been  contributed 
by  Faculty  of  other  Departments. 

Line  20  is  the  sum  of  lines  18  and  19.     It  represents  the 
total  Faculty  Course  Contact  Hours  for  the  undergraduate  courses 
of  your  Department,  and  is  analogous  to  line  5  above  for  graduate 
courses . 
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Line  21  records  the  Faculty  Course  Contact  Hours  contri- 
buted by  faculty  of  your  Department  to  other  Departments ,  for 
the  undergraduate  courses  of  those  other  Departments. 

Lines  22 >  23 ^  and  24  list  the  numbers  of  Sophomore 
Concentrators,  Junior  Majors,  and  Senior  Majors  of  your  Depart- 
ment »  respectively,  recorded  as  of  the  beginning  of  the  fall 
term  of  the  given  academic  year. 

Line  25  totals  your  departmental  students  (lines  22,  23, 
and  241"! 

Line  26  totals  the  Faculty  Course  Contact  Hours  contributed 
by  Faculty  of  your  Department  to  the  formal  instructional  program 
of  the  University  (lines  3,  6,  18,  and  21). 

Line  27  totals  the  Faculty  Course  Contact  Hours  devoted 
to  your  Department's  program,  whether  contributed  by  your  own 
Faculty  or  by  Faculty  of  other  Departments  (lines  5  and  20). 
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Instructions  for  Form  No,  10 


NOTE:    Form  10  includes  a  sizable  array  of  information.  It 
may  be  well  to  note  at  the  outset  that  quite  a  number 
of  the  lines  on  the  form  require  no  entries  by 
Departments.     (These  are  specifically  noted  below.) 
In  addition,  there  are  some  features  of  the  form  which 
do  not  apply  to  all  Departments.    For  example. 
Departments  which  do  not  conduct  sponsored  research 
need  not  be  concerned  with  those  portions  of  these 
instructions  which  cover  such  sponsored  projects. 


General 


Some  general  aspects  of  Form  10  will  be  discussed  before 
taking  up  the  line-by-line  description  and  the  steps  necessary 
to  complete  the  form. 

1.    Purpose.    Form  10  provides  a  mechanism  for  making 
in  summary  fashion  --  1971-72  budget  requests  of  the  Department 
for  all  categories  of  expenditures  except; 

--Faculty  salaries  (including  salaries  of  certain  other 
staff  members  who  teach)  for  the  academic  year.    These  requests 
are  made  on  Form  3. 

--Support  of  Departmental  Graduate  Students.  This  topic 
will  be  the  subject  of  discussions  between  Departments  and  the 
Dean  of  the  Graduate  School. 

--Capital  budget  requests  (defined  as  (1)  requests  for 
equipment  having  a  useful  life  longer  than  three  years  and 
costing  more  than  $100  for  any  one  item,  and  (2)  requests  for 
additional  space  or  renovation  of  existing  space).  These 
requests  are  made  on  Forms  14  and  15. 

FomlO  also  serves  the  purpose  of  summarizing  all 
categories  of  expenditures  for  each  Department  (except  graduate 
fellowships  and  capital  items)  for  three  fiscal  years:  the 
just  completed  fiscal  year  (1969-70),  the  current  fiscal  year 
(1970-71),  and  the  next  fiscal  year  (1971- 72) . 
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2.  Treatment  of  sponsored  projects  >    Information  on 
sponsored  projects  is  included  in  the  interests  of  presenting 

a  total  budget  for  your  Department,    While  the  sponsored  projects 
data  for  the  past  year  (1969-70)  represent  actual  year-end 
results,  the  derivation  of  the  data  shown  on  the  form  for  the 
current  year  (1970-71)  requires  some  explanation. 

The  totals  for  salaries,  benefits,  and  operating  expenses 
attributable  to  sponsored  projects  have  been  estimated  by  the 
Office  of  Research  and  Project  Administration.    The  more 
detailed  data  shown  on  the  lines  of  Form  10,  on  the  other  hand, 
have  been  taken  from  the  Controller's  records,  in  some  cases. 
Use  of  these  dual  inputs  gives  rise  to  the  following  problem, 
which  involves  only  the  data  on  salaries: 

The  salary  figures  on  individual  lines  of  the  form 
represent,  in  most  cases,  specific  personnel  now  on  the  rolls. 
However,  in  the  case  of  three  lines  o£  the  form  (line  8C,  lab 
and  shop  bi-weekly;  line  8D,  miscellaneous  staff  and  special  pay; 
and  line  9,  student  wages),  the  Controller's  budget  does  not 
include  the  specific  personnel;  in  these  cases,  an  estimate 
of  salaries  to  be  paid  during  all  of  1970-71  has  been  included 
on  the  form. 

In  the  case  of  some  departments,  the  estimates  of  totals 
make  allowance  for  additions  to  staff  during  the  year.  These 
allowances  are  shown  on  line  13,  ''other  salaries ,  sponsored 
projects • " 

3.  Teaching  by  other  than  Faculty.    Portions  of  the  salaries 
of  certain  members  of  the  Professional  Research  Staff,  Professional 
Technical  Staff,  and  administrative  staff       representing  the 
part  of  their  time  which  is  attributable  to  the  performance  of 
teaching  duties       were  shown  on  the  Lecturer  rank  sheets  of 
Forms  1  and  2.    To  avoid  double  counting,  any  salaries  for  these 
Ranks  which  appear  on  Forms  1  and  2  are  not  included  in  the 
amounts  shown  for  the  same  Ranks  on  Form  10  (lines  4,  5,  and  8A) . 
In  filling  out  Form  10  for  1971-72,  the  same  principle  applies. 

If  you  have  listed  a  member  of  one  of  these  Ranks  on  Form  3,  you 
should  not  include  duplicate  salaries  on  lines  4,  5,  or  8A  of 
Form  10. 

4.  If  any  of  the  data  already  printed  on  the  form  appear 
to  be  incorrect,  the  incorrect  figur^^s  should  be  crossed  put  with 
a  single  line  (so  that  the  deleted  inaterial  will  remain  legible) 
and  the  correct  figures  entered.    An  explanation  for  the  change 
should  be  written  on  the  face  of  the  form  or  appended. 

5.  No  change  in  salary  rates  assumed  for  1971-72.  Since 
the  availability  of  funds  for  promotions  and  salary  increases 
cannot  be  determined  at  this  time,  salary  figures  projected  for 
1971-72  should  reflect  the  same  salary  rates  existing  in  1970-71. 
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6.    Unfilled  vacancies  have  been  eliminated  from  the 

1969-  70  data;  those  columns  thus  represent  actual  year- end 
results.    However 9  vacancies  now  included  in  the  budget  for 

1970-  71  have  not  been  eliminated  from  the  figures  shown. 


Filling  Out  the  Form 

Form  10  is  divided  into  three  sections  (groups  of  four 
columns);  each  section  presents  data  for  one  of  the  three  fiscal 
years.    Within  each  fiscal  year  section,  there  are  four  columns: 

--Column  A  (and  E  and  J)  -  charges  to  your  Department's 
general  (unrestricted)  accounts  (1000  accounts). 

--Column  B  (and  F  and  K)  -  charges  to  special  restricted 
accounts,  such  as  those  arising  from  Departmental  grants  or 
endowment  (2000  accounts),  but  excluding  sponsored  projects. 

--Column  C  (and  G  and  L)  -  charges  \o  Departmental  accounts 
arising  from  outside  sponsorship  of  projects  --  both  government 
(6000  accounts)  and  nongovernment  (4000  accounts). 

--Column  D  (and  H  and  M)  -  the  sum  of  the  three  preceding 
columns . 

Data  have  been  pre-printed  on  the  form  for  1969-70  and  for 
1970-71.    Except  as  otherwise  specifically  noted  below,  you  are 
asked  to  fill  in  your  requests  for  1971-72  on  each  line  in  all 
three  columns  (J,  K,  and  L) ,  as  appropriate.    You  need  not  fTTl 
in  the  "total"  column  (M) ,  nor  any  of  the  lines  representing 
totals  and  sub-totals,  as  the  computer  will  calculate  these  amoun t s 
after  you  submit  your  proposed  budget. 

A  line-by-line  description  of  Form  10  follows: 


Salaries  and  Benefits 

Line  1 ;  Faculty- academic  year  (no  entries  for  Academic 

Departments) •  This  line  represents  all  charges 
to  your  Department's  accounts  for  academic  year 
salaries  of  members  of  the  Faculty. 

For  Academic  Departments  (those  with  Department 
numbers  less  than  300)  it  contains,  as  well,  the 
academic  year  charges  for  (nonrf acuity)  staff 
who  appear  on  Forms  1,  2,  and  3.    Figures  shown 
on  this  line  are  equal  to  those  shown  on  line  10 
of  Form  5.    Academic  Departments  should  make  no 
entries^ on  this  line  for  1971-72  as  the  computer 
will  calculate  the  amounts  based  on  the  information 
supplied  on  Form  3. 
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Other  Departments  (those  with  Department  numbers 
300  and  up)  must  make  entries  on  line  1  where 
appropriate.     In  all  such  cases >  the  accompanying 
memorandum  should  list  the  names,  salaries,  and 
home  departments  o£  the  individuals  whose  salaries 
comprise  each  entry  on  line  1. 

Line  2:  Teaching  Assistants.    No  entries  appear  on  line  2; 

this  category  is  broken  down  on  the  following  two 
lines.  ^  • 

Line  2A;  Stipends  (o£  teaching  assistants)   (no  entries) . 

For  Academic  Departments  only,  this  line  shows 
salaries  paid  during  the  academic  year  to  graduate 
student  teaching  assistants  utilized  in  the 
Department's  program  of  instruction. 

Line  2B:  Tuition  (of  teaching  assistants)   (no  entries) . 

Beginning  in  1970-71  (when  the  method  of  compen- 
sating  graduate  students  was  changed) ,  this  line 
showis       for  Academic  Departments  only  tuition 
payments  made  on  behalf  of  assistants  in  instruction. 

The  sum  of  the  figures  on  lines  2A  and  2B  is  the 
same  as  the  figures  shown  on  line  6  of  Form  5.  No 
entries  need  be  made  on  either  of  these  lines,  as 
the  information  will  be  filled  in  centrally  based 
on  your  request  to  the  Dean  of  the  Faculty  contained 
in  the  memorandum  accompanying  your  budget  submission. 

Line  3;  Faculty- summer.    This  line  represents  summer  payments 

charged  to  your  Department'  for  Faculty  members  of 
any  Department. 

Lines  4  §  5;     Professional  Research  Staff  and  Professional  Technical 
Staff  -  represent  salaries  of  such  staff  members  of 
your  Department  (other  than  those  listed  on  Forms  1 
through  3)  which  are  paid  from  accounts  of  your 
Department  (i.e.  both  payments  to  other  Departments 
for  such  personnel,  land  payments  by  other  Departments 
for  the  services  of  your  personnel  are  excluded.) 

Line  6;  Assistants  in  Research  -  academic  year.    No  entries 

appear  on  line  6;  this  category  is  broken  down  on  the 
following  two  lines. 

Line  6A;  Stipends  (of  Assistants  in  Research  -  academic  year) 

(no  entries  for  Academic  Departments) .    This  line 
represents  payments  for  the  services  of  graduate 
students  serving  as  Assistants  in  Research  during 
the  academic  year. 
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Tuition  (of  Assistants  in  Research  -  academic  year) 
(no  entries  for  Academic  Departments) .  Beginning 
in  1970-71  (when  the  method  of  compensating  graduate 
students  was  changed),  this  line  shows  tuition 
payments  made  on  behalf  of  assistants  in  research. 
In  1970-71,  the  $2,100  per  student  charged  to 
sponsored  projects  (or  to  Departmental  restricted 
funds)  is  reflected  in  column  G  (or  F) ,  while  the 
remainder  of  the  tuition  payment,  charged  to  general 
funds  ($500  per  student),  is  reflected  in  column  E. 

Academic  Departments  need  not  fill  in  lines  6A  and 
6B;  they  will  be  filled  in  centrally  based  on  the 
data  you  are  supplying  to  the  Dean  of  the  Graduate 
School.    Other  Departments >  projects >  and  programs 
planning  to  make  use  of  and  pay  for  graduate  student 
Assistants  in  Research  from  the  Academic  Departments 
during  the  academic  year  1971-72  should  make  an 
entry  relating  to  these  lines.    However,  since  the 
stipend  and  tuition  rates  are  not  known  at  this 
time,  the  entry  should  be  placed  in  a  footnote, 
and  should  consist  of  the  number  of  students, 
together  with  the  home  Academic  Department  of  those 
students  and  the  source  of  funds,  for  example,  ''S 
students  from  Astrophysical  Sciences  charged  to 
Sponsored  Projects." 

Assistants  in  Research  -  summer  (no  entries  for 
Academic  Departments).     This  line  represents  payments 
for  the  services  of  graduate  students  serving  as 
Assistants  in  Research  during  the  summer.  Academic 
Departments  need  not  fill  in  this  line;  it  will  be 
filled  in  centrally  based  on  the  data  you  are 
supplying  to  the  Dean  of  the  Graduate  School.  Other 
Departments  planning  to  make  use  of  Assistants  In 
Research  during  thie  summer  of  1971  should  fill  in 
this  line. 

Supporting  Staff.    No  entries  appear  on  line  8; 
this  category  is  broken  down  on  the  following  four 
lines. 

Administrative  Staff,  defined  as  Administrative 
Staff  and  Laboratory  and  Shop  Staff  members  paid  on 
a  monthly  basis.    The  amounts  represent  payments 
from  accounts  of  your  Department  to  staff  members 
of  your  Department. 

Office  Staff,  the  so-called  "bi-weekly  B"  payroll 
and  the  Library  non-professional  staff.    The  amounts 
represent  payments  from  accounts  of  your  Department 
to  staff  members  of  your  Department. 
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Lab  and  Shop  Bi-weekly,  the  so-called  "Bi-weekly  A'* 
payroll.     The  amounts  represent  payments  from  accounts 
of  your  Department  to  staff  members  of  your  Depart- 
ment. 

Miscellaneous  Staff  and  Special  Pay,  consisting 
mainly  of  special  payroll  charges  (yellow  invoices) • 

Total  Supporting  Staff,  the  sum  of  lines  8A  through 
8D  above. 

Student  wages.    This  line  includes  all  wages  and 
salaries  paid  to  undergraduates,  and  incidental 
wages  paid  to  graduate  students.    Amounts  paid  to 
graduate  students  for  their  services  as  Teaching 
Assistants  and  Assistants  in  Research  were  covered 
above  on  lines  2A,  2B,  6A,  6B,  and  7. 

This  line  represents  the  total  of  the  first  nine 
lines . 

Purchases  from  other  Departments,  reflects  payments 
to  other  Departments  from  your  accounts  for  the 
services  of  all  categories  of  personnel  except 
(a)  Faculty,  Cb)  graduate  students,  and  (c)  in  the 
case  of  Academic  Departments ,  those  members  of  the 
professional  research  and  technical  ranks,  and 
administrative  staff,  who  teach  in  your  Department 
(and  who  were  listed  on  Forms  1,  2,  and  3).     (In  the 
case  of  (a)  and  (c)  above,  payments  are  reflected 
on  Forms  1,  2,  and  3,  and  on  lines  1  and  3  of 
Form  10.     Payments  to  graduate  students  of  other 
Departments  are  included  on  lines  2A,  2B,  6A,  6B, 
and  7  of  Form  10.) 

Charges  to  other  Departments,  records  all  salary 
payments  made  by  other  Departments  for  personnel 
based  in  your  Department,  with  the  exception  of 
(a)  Faculty,  and  (b)  graduate  students.     (In  the 
case  of  faculty,  charges  to  other  Departments 
appear  on  Forms  1,  2,  and  3  for  the  academic  year. 
Payments  by  other  Departments  to  your  Faculty 
members  during  the  summer  will  not  generally  show 
anywhere  on  the  forms  for  your  Depiartment;  neither 
will  payments  by  other  Departments  to  your  graduate 
students.      Since  all  of  the  charges  on  line  12  are 
paid  by  other  Departments,  line  12  is  not  added 
into  the  totals  on  this  form  for  your  Department. 

An  illustrative  example  may  serve  to  clarify  the 
usefulness  of  line  12.  Suppose  that  in  1970-71, 
a  portion  of  the  salary  (say  $5,000)  of  a  member 
of  your  Professional  Research  Staff  is  charged  out 
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to  another  Department.    Line  4  (Professional 
Research  Staff)  of  this  form  would  therefore  not 
include  this  $5, 000.    The  $5,000  would  be  incTUH'ed 
however,  on  line  12  for  1970-71.     Now  suppose  that 
for  1971-72,  all  of  the  salary  of  this  staff  member 
will  be  paid  from  your  Department's  funds,  and 
suppose,  further,  that  you  plan  no  expansion  of 
the  professional  research  ranks  in  1971-72.  Under 
these  circumstances,  the  explicit  recognition  of 
••charges  out^^  on  the  form  serves  as  a  reminder 
that  the  1971-72  estimate  for  Professional  Research 
Staff  will  not  be  a  repetition  of  the  1970-71  figure 
on  line  4,  but  rather  a  figure  $5,000  higher.  At 
the  same  time,  the  estimate  of  charges  to  other 
Departments  for  1971-72  on  line  12  would  be  $5,000 
lower  than  in  1970-71,  reflecting  the  fact  that 
all  of  this  particular  man*s  salary  will  be  paid 
from  your  Department's  funds  next  year. 

Line  13;  Other  salaries,  sponsored  projects,  applies  only  to 

the  current  fiscal  year,  1970-71.    As  explained 
under  item  2  of  the  general  discussion  above,  this 
line  may  be  regarded  as  an  estimate  of  additions  to 
staff  to  be  charged  to  sponsored  projects  this  year. 

No  entries  need  be  made  on  this  line,  unless  the 
Department  disagrees  with  the  estimate  of  total 
salaries  shown  in  that  column. 

Line  14;  Total  salaries,  is  the  sum  of  lines  10,  11,  and  13. 

Line  15;  Personnel  benefits  (no  entries) .    This  line  is 

computed  centrally  based  on  a  percentage  of  salaries 

Line  16;  Total  salaries  and  benefits,  is  the  sum  of  lines 

14  and  15. 


Operating  Expenses 


Line  17;  Computer  charges,  should  contain  your  best  estimate 

of  your  Department's  needs  for  computer  usage  for 
1971-72.    The  estimate  should  presume  that  hourly 
rates  for  computer  usage  will  be  the  same  next  year 
as  in  1970-71. 

Line  18;  Other  operating  expenses,  reflects  all  operating 

expenses  other  than  computer  charges.    For  1971-72, 
you  should  project  your  best  estimate  of  your  needs. 
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Line  19: 


Total  operating  expenses,  is  the  sum  of  lines  17 
and  18. 


Line  20: 


Total  salaries  and  operating  expenses,  is  the  sum 
of  lines  16  and  19. 


APPENDIX  B 


FACULTY  MANNING  FORMS 

Forms  1,  2,  and  3A  (Form  3 A  was  reproduced  earlier  as  Table  5)- 
were  designed  to  show,  for  each  department,  all  of  the  individual  faculty 
members  on  the  budget  of  the  department,  with  informatio/i  concerning 

each  individual's: 

1.  Rank. 

2.  Payroll  number  (Col,  A)  or  a  dummy  number  with 
prefix  N  if  the  entry  is  a  request  for  a  new  person. 

3.  Name  (Col.  B,  blanked  out  here  to  protect 
confidentiality). 

4.  Appointment  period  (Col.  C),  with  "AY"  standing  for 
jft.cademic  Year,  "F"  for  fall  term  only,  and  "S"  for 
spring  term  only. 

5.  Percent  of  full-time  duty  during  appointment  period 
(Col.  D).  ' 

6.  Percent  of  full-time  duty  during  the  year  (Col.  E), 
obtained  by  multiplying  Col.  D  by  1  if  Col.  C  is  AY 
and  by  1/2  otherwise,  with  the  totals  for  this  column 
thus  showing  the  number  of  full-time  equivalent  (FTE) 
faculty  by  rank. 

7.  Total  salary  for  the  academic  year  (Col.  F). 

8.  Distribution  of  the  salary  among  sources  of  funds,  with 
separate  entries  for  amounts  charged  to  General  Funds 
(Col.  G),  Restricted  Funds  (including  certain  endowed 
chairs)  (Col.  H),  Sponsored  Research  (Col.  J), 
Purchases  by  other  Departments  (Col.  K  showing  amount 
and  Col.  L  showing  account  number).  Leave  of  Absence 
Paid  by  Princeton  (Col.  M),  and  Leave  of  Absence  With- 
out Pay  by  Princeton  (Col.  N). 

9.  The  nature  of  the  appointment  —  e.g. ,  "contin"  means 
continuing  tenure,  "new"  means  a  person  to  be  recruited, 
"promot"  means  that  the  department  is  recommending 
that  the  individual  be  promoted  to  the  rank  in  question. 


All  tables  referred  to  in  this  Appendix  are  in  Section  L 
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*'reappt"  means  that  the  department  is  recommending 
that,  say,  an  Assistant  Professor  who  is  completing  an 
initial  three-year  appointment  be  reappointed  to  a  second 
three -year  term.  These  notations  appear  under  the 
"Remarks"  column  along  with  the  year  of  retirement  or 
termination  of  appointment  (blanked  out  here  to  protect 
confidentiality)  and  other  miscellaneous  information, 

10,  Field  of  SpeciaUzation,  such  as  "int.  Trade,"  "Theory," 
etc,  (blanked  out  here  to  protect  confidentiality)  is  shown 
fn  the  last  column. 

Forms  5A,  oB,  and  5D  for  the  Economics  Department  were  also 
reproduced  earlier  as  Tables  6,  7,  and  8,  These  are  summary  forms  for 
departments  which  provide  a  variety  of  totals  built  up  from  the  data  for 
individuals  contained  in  Forms  1,  2,  and  3A,   Each  of  these  forms  con- 
tains data  for  a  particular  year,  with  Form  5D  presenting  the  projected 
totals  for  FY  72  built  up  from  the  figures  on  Form  3A,   The  relationship 
between  the  two  sets  of  forms  can  be  seen  1^  tracing  the  figures  from 
Form  3A  to  Form  5D, 

Rows  1-5  gather  on  one  page  the  salary  totals  for  each  rank  (with 
purchases  from  other  departments  treated  as  a  "rank")  and  Row 6  shows 
salary  charges  for  graduate  teaching  assistants  so  that  the  entire  teaching 
staff  will  be  included.    Rows  7-11  then  show  a  series  of  totals,  so  that  the 
user  of  the  form  can  work  with  whatever  kind  of  figure  is  most  appropriate 
to  the  purpose  at  hand. 

If  we  now  look  across  any  one  of  this  set  of  tables,  we  see  that  the 
first  columns  (A-F)  summarize  the  distribution  of  salary  charges  among 
general  fimds,  restricted  funds,  and  so  on,  as  recorded  in  more  detail  in 
columns  G-N  of  Forms  1,  2,  and  3A.  ' 

The  next  section  of  the  table  shows  total  salaries  by  rank  (Col,  G), 
the  total  number  of  FTE^s  by  rank  (Col,  H),  and  the  average  salary  per 
FTE  at  each  rank  (Col.  J).,   The  third  main  section  of  the  table  presents 
what  we  have  called  "teaching  budget"  information:  the  portion  of  the  total 
salaries  and  FTE's  charged  to  University  ftmds  spent  by  this  department 
this  includes  general  funds,  restricted  funds,  and  leaves  of  absence  paid 
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for  by  the  University,  and  it  excludes  salaries  charged  to  sponsored 
research,  salaries  charged  to  other  departments,  and  leaves  without 
pay.— ^  Finally,  the  last  column  shows  the  number  of  FTE's  actually 
available  for  teaching  during  the  year  in  question  (again,  distributed  by 
rank)  by  subtracting  FTE's  on  leave  from  the  total  number  of  "teaching 
budget"  FTE's  shown  previously. 

One  important  feature  of  this  method  of  organizing  faculty  salary 
data  is  that  account  is  taken  of  all  interdepartmental  purchases  and  sales 
of  faculty  time  as  well  as  leaves  of  absence.    Thus,  it  is  possible  to  know 
rather  precisely  the  amount  of  faculty  time  that  is  really  available  to  the 
department  and  the  cost  of  this  time  at  each  rank. 

Just  as  Forms  5A,  5B,  and  5D  are  built  up  from  the  data  on 
Forms  1,  2,  and  3A,  so  the  data  on  Forms  5A,  5B,  and  5D  feed  into  the 
remaining  sets  of  forms  in  the  system.   Data  on  projected  salary  costs 
for  FY  72  for  Economics  from  Form  5D,  for  example,  are  the  source  of 
the  figure  for  academic  year  faculty  salaries  for  FY  72  shown  on  line  1 
of  Form  10,  which,  as  noted  earlier,  shows  all  projected  direct  expen- 
ditures by  the  Economics  Department.   Similarly,  Forms  5A  and  5B  are 

the  source  of  the  academic  year  faculty  salary  figures  for  FY  70  and 
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FY  71,  which  are  also  shown  on  Form  10.— 

The  data  on  FTE's  from  Forms  5A,  5B,  and  5D  are  also  used 
again.   They  are  combined  with  data  on  enrollments,  numbers  of  courses 
taught,  and  so  on,  from  Form  6  to  produce  a  variety  of  measures  of 


The  number  of  FTE's  in  the  teaching  budget  (Col.  L)  is  computed 
for  each  person  by  multiplying  his  or  her  FTE  status  (Col.  E  on  Forms  1, 
2,  or  3A)  by  the  ratio  of  the  appropriate  teaching  budget  salary  to  total 
salary.  FTE  figures  for  individuals  are  then  summed  for  each  rank. 

2/ 

—    To  be  more  precise  about  this  linkage,  the  general  funds  figure  on 
line  1  of  Form  10  is  obtained  by  summing  line  10,  Col.  A  and  line  10, 
Col.  E  on  the  appropriate  Form  5.    The  other  figures  are  transferred 
directly  without  any  addition. 


teaching  cost,  which  are  in  turn  shown  on  Form  7.   Forms  6  and  7,  agpiu 
for  Economics,  were  reproduced  earlier  as  Tables  9  and  10.    Data  from 
Forms  1,  2,  and  3A  are  also  the  source  of  the  summary  salary  and  FTE 
figures  on  Form  8.    Form  8  for  Economics  was  reproduced  earlier  as 
Table  11. 

In  determining  the  manning  needs  of  a  department,  one  central 
factor  is  the  demands  the  instructional  program  of  the  department  places 
on  faculty  time.   Form  6  was  designed  to  show  the  demands  of  the  instruc- 
tional program  in  terms  of  numbers  of  courses  to  be  taught  at  various 
levels,  numbers  of  students  involved  in  these  courses,  numbers  of  faculty 
course  contact  hours  (FCC  hours)^^  to  be  spent  in  the  courses,  and  num- 
bers of  departmental  students  to  be  supervised.   Form  6  presents  these 
numbers  for  each  department  for  five  previous  years,  along  with  esti- 
mates for  the  current  year  and  projections  for  the  budget  year. 

For  each  department,  the  form  consists  of  three  sections:  gradu- 
ate instruction,  undergraduate  instruction,  and  totals.   The  specific  items 
of  information  concerning  undergraduate  and  graduate  instruction  are 
indicated  clearly  on  the  form  for  Economics  and  require  no  special  expla- 
nation.  Perhaps  it  should  be  noted,  however,  that,  as  in  the  case  of 
salary  data,  information  is  recorded  concerning  interdepartmental 
exchanges  of  faculty  time  (faculty  course  contact  hours  being  the  measure 
used  here)  so  that  an  accurate  impression  can  be  obtained  of  the  actual 
teaching  houVrs  devoted  to  each  department's  program  of  instruction. 
Finally,  the  "totals"  section  lists  the  total  niraiber  of  FCC  hours,  graduate 
and  xmdergraduate,  taught  by  departmental  faculty  whether  or  not  they 
were  all  in  the  departmental  program  (line  26),  and  the  total  number  of 
FCC  hours,  taught  for  the  departmental  program  whether  or  not  they  were 
all  taught  by  the  departmental  faculty  (line  27). 


—    One  faculty  course  contact  hour  is  generated  when  one  faculty 
member  spends  one  hour  per  week  for  one  semester  in  **contact" 
instruction  in  one  course. 
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For  the  five  previous  years,  the  data  source  for  all  items,  except 
for  the  degrees  granted  items  in  the  graduate  instruction  section,  is  the 
Course  and  Faculty  Schedule  Information  System  (CAFSIS).-^  The 
graduate  degrees  granted  data  come  from  the  records  of  the  Dean  of  the 
Graduate  School. 

Estimates  for  the  current  year  and  the  budget  year  are  made  in 
early  September  by  the  Provost's  Office.   On  the  undergraduate  level, 
estimates  of  course  enrollments  are  made  separately  for  men  and  women 
students  since  the  pattern  of  course  elections  differs  somewhat  by  sex  and 
since  the  ratio  of  women  to  men  students  is  changing  each  year  with  the 
implementation  of  coeducation. 

Current  and  budget  year  FCC  hour  estimates  for  the  graduate 
program  are  based  on  the  ratio  of  courses  to  hours  for  the  previous  year. 
On  the  undergraduate  level,  FCC  hour  estimates  are  based  on  a  simulation 
whereby  the  estimated  enrollments  are  put  into  courses  and,  within 
courses,  into  sections  on  the  basis  of  the  course  organization  information 
from  the  CAFSIS  Departmental  Course  Summary  of  the  previous  year. 

In  making  projections  for  the  budget  year,  it  is  assumed  that  every- 
thing will  stay  the  same  as  in  the  current  year  except  where  policy  deci- 
sions have  clear  implications  to  the  contrary.    For  example,  since  the 
new  number  of  women  undergraduates  for  the  budget  year  has  already 
been  established,  and  is  higher  than  the  number  for  the  current  year,  that 
factor  is  taken  into  account  in  estimating  undergraduate  selections. 

When  these  forms  are  sent  to  the  departments,  the  chairmen  are 
asked  to  review  the  estimates  and  to  suggest  changes  only  if  they  have 
good  reason  to  expect  substantial  changes  in  the  popularity,  organization. 


—    Actually,  since  the  CAFSIS  system  was  not  in  operation  until 
1968-69,  the  data  for  years  prior  to  that  were  put  together  from  various 
records  of  the  Registrar,  the  Dean  of  the  Faculty,  and  the  Dean  of  the 
Graduate  School. 
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or  staffing  of  their  instructional  programs  not  already  reflected  in  the 

estimate.   They  are  asked  to  explain  these  changes  on  an  accompanying 

memorandum.  When  the  forms  are  returned,  the  changes  are  reviewed 

by  the  Provost's  Office  with  special  attention  given  to  the  way  in  which 

changes  proposed  by  departmental  chairmen  relate  to  divisional  and 

University  totals.  When  necessary,  the  departmental  estimates  are  then 

1/ 

revised  to  obtain  an  internally  consistent  set  of  numbers,- 

Form  7  was  designed  to  relate  the  demands  made  on  the  depart- 
mental faculty  in  terms  of  enrollments,  supervision,  and  administration 
to  dollars  and  FTE's  on  the  teaching  budget.    The  data  for  Form  7  come 
from  Form  5  (FTE's  and  dollars  on  the  teaching  budget  for  the. past  year, 
the  current  year,  and  the  budget  year),  and  from  Form  6  (enrollments, 
departmental  students,  and  FCC  hours  for  four  previous  years  plus  the 
current  year  and  the  budget  year). 

Form  7  consists  of  six  basic  sections,  each  of  which  requires 
some  explanation, 

A.  Number  of  FTE  Students,   This  is  not  a  simple  count  of 
students,  but  a  reconstruction  according  to  certain  formulas  of  the  number 
of  FTE  students. 


-    The  first  year  in  which  Form  6  was  used,  we  sent  out  the  forms  to 
departments  with  all  entries  for  the  budget  year  left  blank.  Department 
chairmen  were  asked  to  fill  in  the  blanks  with  their  own  estimates  of 
enrollments,  and  so  on.   This  approach  had  two  defects:  (1)  different 
chairmen  used  different  estimating  procedures,  which  often  were  hard  to 
discern  or  evaluate;  (2)  departments  tended  to  be  overoptimistic  in 
projecting  their  own  enrollments—  indeed,  the  total  of  the  departmental 
estimates  was  about  10%  higher  than  what  we  knew  the  University  total 
would  have  to  be.  Some  departmental  role  in  making  these  projections  is 
important,  since  the  departments  often  have  detailed  information  not 
available  to  the  central  administration;  however,  our  experience  suggests 
that  it  is  best  to  accomplish  this  objective  by  giving  chairmen  the  oppor- 
tunity to  revise  projections  presented  to  them. 
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During  his  four  years  at  Princeton,  a  "typical"  undergraduate 
averages  roughly  eight  courses  and  one  semester  of  independent  work  per 
year.   Since  one  semester  of  independent  work  is  regarded  as  the  equi- 
valent of  a  one  semester  course,  a  typical  undergraduate  takes  an  average 
of  nine  units  per  year.   A  department  is  credited  with  a  unit  enrollment 
for  each  course  enrollment  and  two  units  for  each  departmental  major, 
one  for  each  semester  of  independent  work  during  the  junior  and  senior 
years.    The  department  is  then  credited  with  one  FTE  undergraduate  for 
each  nine  units  of  enrollment. 

Each  graduate  student  takes  six  units  of  work  per  year.    Thus  a 
department  is  credited  with  one  enrollment  for  each  one -sixth  of  a 
graduate  student's  time  spent  in  the  department.    For  example,  a  first 
year  graduate  student  taking  six  courses  and  no  independent  work  counts 
as  one  enrollment  for  each  course  he  takes  in  the  department.  A  student 
taking  six  courses  and  spending  25%  of  his  time  doing  independent  work 
counts  as  .  75  enrollment  for  each  course  taken  and  1.  5  enrollments  for 
his  independent  work.    Finally,  a  student  spending  all  his  time  doing  inde- 
pendent work  counts  as  six  enrollments.   The  number  of  FTE  graduate 
students  in  a  department  then  is  the  number  of  enrollments  divided  by  six. 

The  two  calculated  numbers  (FTE  undergraduate  students  (line  1) 
and  FTE  graduate  students  (line  2))  are  then  summed  (line  3),  and  the 
percentage  represented  by  undergraduates  is  calculated  (line  4). 

B.   Student  Supervision.    This  section  contains  a  computation  of 
the  demand  made  on  faculty  time  by  the  supervision  of  independent  work, 
graduate  and  undergraduate  (lines  5-9).   The  figures  are  calculated  in 
FCC  hour  equivalents  by  a  formula  based  upon  two  factors:  (1)  the  num- 
bers of  students  in  categories  thought  to  be  relevant  for  the  purpose 
(sophomores,  juniors,  seniors,  first  and  second  year  graduate  students, 
later-year  graduate  students);  and  (2)  an  estimate  of  the  weighting  that 
these  nimibers  should  receive  based  upon  differing  departmental  patterns 
of  study.    For  example,  first  and  second  year  (i.e.,  pre-generals) 
graduate  students  in  the  Humanities  and  Social  Sciences  will  in  general 
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make  negligible  demands  on  department  faculty  for  the  supervision  of 
independent  work,  whereas  students  in  laboratory  sciences  and  depart- 
ments offering  programs  leading  to  professional  Master's  degrees  will 
require  a  fair  amount. 

C.  Departmental  Administration.  Again  the  procedure  has  been 
to  assign  FCC  hour  equivalents  for  departmental  administration  on  the 
basis  of  several  factors.   First  of  all,  there  are  those  hours  of  depart- 
mental administration  attributable  directly  to  the  graduate  or  to  the  under- 
graduate program  (lines  10  and  11).   The  scale  used  here  is  based  on  the 
numbers  of  enrolled  graduate  students  and  undergraduate  majors,  respec- 
tively.  Hours  for  chairmanship  duties  are  then  calculated  on  the  basis 

of  the  numbers  of  undergraduate  and  graduate  students  as  well  as  the 
numbers  of  FCC  hours  in  this  department  (line  12). 

D.  Program  Calculations .   This  section  --  the  sum  of  faculty 
course  contact  hours  from  Form  6,  and  the  faculty  supervision  hours  and 
departmental  administration  hours  from  Form  7  —  gives  the  total  num- 
ber of  hours  attributable  to  the  graduate  and  undergraduate  programs  of 
the  department,  whether  they  are  contributed  by  departmental  faculty  or 
purchased  from  other  departments.-^ 

E .  Teaching  Hour  Calculations .   The  first  two  lines  are  calcu- 
lations of  the  number  of  FCC  hours  per  FTE  undergraduate  and  graduate 
student,  respectively.    Line  20  is  the  ratio  of  faculty  time  per  graduate 
student  to  faculty  time  per  undergraduate  student  in  the  department.  This 
ratio  measures  the  relative  cost  of  a  graduate  student  to  the  cost  of  an 
undergraduate  student  in  faculty  time.   As  can  be  seen,  this  ratio  has  been 
about  1.  3  for  Economics  in  recent  years.  Any  further  differences  in 


-    Line  14  is  the  sum  of  line  5  on  Form  6  and  lines  5,  10,  and  that 
portion  of  the  chairmanship  hours  (line  12)  attributable  to  the  graduate 
program.   Line  15  is  the  sum  of  line  20  on  Form  6,  and  lines  6,  11,  and 
the  remainder  of  the  chairmanship  hours  (line  12). 
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salary  costs  per  student  between  graduate  and  undergraduate  students  will 
be  a  function  of  the  average  cost  per  FCC  hour  that  each  entails.  The 
last  line  (line  21)  of  this  section  is  the  calculation  of  one  important  com- 
ponent of  average  cost:  teaching  hours  provided  per  FTE  faculty  on  the 
teaching  budget  of  the  department  (including  faculty  on  leave). 

F,   TeacMng  Budget  Calculations.   Tlie  first  line  in  this  section 
(line  22)  shows  the  dollar  cost  of  the  departmental  program  per  teaching 
hour.   The  next  three  lines  (lines  23-25)  calculate  for  each  department 
the  dollar  cost  per  FTE  student.    In  arriving  at  a  single  figure  for  a 
department  teaching  both  graduate  students  and  undergraduates,  it  is 
necessary  to  adopt  some  method  of  weighting  the  relative  numbers  of 
students  at  the  two  levels.   The  first  of  these  three  lines  (line  23)  uses 
the  ratio  [faculty  time  per  graduate  student]  over  [faculty  time  per  under- 
graduate student]  in  that  department  as.  the  weighting  factor;  the  second 
line  (line  24)  uses  the  corresponding  ratio  for  the  division  to  which  the 
department  belongs  (Social  Science,  in  the  case  of  the  Economics  Depart- 
ment); and  the  third  line  (line  25)  uses  the  University-wide  ratio.  Each 
of  these  ratios  measures  the  relative  cost  of  a  graduate  student  to  the  cost 
of  an  imdergraduate  student  in  faculty  time.  Accordinglyi  the  cost  per 
student  as  adjusted  by  these  factors  is  calculated  by  computing  the  total 
number  of  students  taught,  adjusted  to  full-time  equivalent  undergraduates. 
Thus,  if  a  graduate  student  costs  (in  FCC  hours)  1.5  times  what  an  under- 
graduate costs,  the  total  number  of  students  taught,  expressed  in  FTE 
undergraduates,  is  the  number  of  imder graduates  plus  1.  5  times  the  num- 
ber of  graduate  students. 

Line  23,  the  departmental  class-size  (graduate)  factor  line,  is  not 
useful  ir.  comparing  departments  because  the  ratio  of  graduate  students  to 
imdergraduates  varies  appreciably  across  departments;  hence  the  need  for 
the  standardized  calculations  in  the  next  two  lines.  Line  24,  the  divisional 
line,  is  not  useful  when  comparing  a  department  with  other  departments 
outside  its  own  division  (again,  because  of  differences  in  the  relative 
importance  of  graduate  education),  but  it  is  a  good  index  of  its  relative 
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costs  within  its  own  division*   Line  25,  the  University  line,  gives  a  better 
idea  of  the  relative  costs  of  departments  when  compared  with  one  another 
all  across  the  University  but  is  less  sensitive  to  differences  within  a 
division. 

Summary.    The  final  section  of- Form  7  provides  a  recapitulation  of 
these  various  measures  of  cost  per  student  for  the  past  year,  the  current 
year,  and  the  budget  year,  and  provides  an  important  basis  for  comparison 
by  including  the  corresponding  cost  figures  for  the  division  in  which  the 
department  is  located  and  for  the  University  as  a  whole. 

As  can  be  seen  from  the  sample  form  for  Economics,  the  faculty 
budget  proposals  for  this  department  for  FY  72  included  in  these  calcu- 
lations (based  on  the  first  requests  of  each  department—^)  showed  a  reduc- 
tion in  dollars  per  teaching  hour  from  $1, 165  in  FY  71  to  $1, 124  for 
FY  72  (line  22).    For  the  division  and  the  University  as  a  whole,  on  the 
other  hand,  the  initially  proposed  figures  for  FY  72  were  above  the  figures 
for  FY  71.   This  was  changed  during  the  reviewing  process,  as  is  indi- 
cated below.   The  summary  at  the  bottom  of  Form  7  for  Economics  also 
shows  other  kinds  of  information:  (1)  that  Economics  was  considerably 
less  expensive  than  the  Social  Science  Division  as  a  whole  in  FY  70  ($707  per 
student  versus  $892  per  student,  from  line  24),  that  in  FY  71  Economics 
was  about  equal  to  the  divisional  average  ($1,  012  versus  $1,  008),  and  that 
the  initial  proposals  for  FY  72,  before  review,  suggested  that  Economics 
would  again  be  less  costly  than  the  Social  Sciences  as  a  whole;  (2)  that 
the  entire  Social  Science  Division  is  appreciably  below  the  cost  figures  for 


—    The^version  of  Form  7  shown  here  for  Economics  was  produced  in 
early  October,  after  the  initial  requests  had  been  received  from  depart- 
ments but  before  the  review  process  had  even  begun.   The  Form  6  was 
produced  September  15,  and  was  input  to  Form  7.   The  other  forms  shown 
here  (3A,  5A,  5B,  5D)  were  produced  in  mid-November  after  some  re- 
viewing had  occurred.  .  Of  course,  a  number  of  versions  of  Form  5P,  in 
particular,  were  run  so  that  we  could  see  the  effects  on  the  budget  of 
tentative  decisions  regarding  faculty  manning. 


the  whole  University      in  1970-71,  for  example,  the  respective  figures 
were  $1,  123  per  student  in  the  Social  Sciences  and  $1,  689  per  student 
for  the  University  (line  25  in  the  Summary). 

Finally,  Form  8  was  designed  to  summarize  differences  between 
the  past  year  (FY  70),  the  current  year  (FY  71),  and  the  budget  year 
(FY  72)  in  terms  of  salaries  and  FTE's  in  each  department    Unlike  the 
other  faculty  manning  forms.  Form  8  is  not  distributed  to  the  academic 
departments,  but  is  used  primarily  by  the  Dean  of  the  Faculty  and  the 
Provost  in  reviewing  the  departmental  requests  and  in  preparing  materials 
for  presentation  to  the  Priorities  Committee. 

Form  8  records  detailed  salary  and  FTE  information  by  department. 
As  may  be  seen  from  the  sample  Economics  form,  the  first  four  lines  show 
the  differences  between  the  current  year  and  the  budget  year  in  terms  of  con- 
tinuations (lines  1  and  2),  terminations  (line  3),  and  new  appointments  (line  4). 
The  last  three  lines  show  the  totals  for  the  three  years. 

Going  across  each  line,  total  salaries  and  the  distribution  of  salary 
charges  among  general  funds,  restricted  funds,  purchases,  and  leaves  are 
presented  (Cols.  A-F  and  H).    The  number  of  FTE's  is  recorded  for  leaves 
(Cols.  G  and  J)  and  for  total  FTE's  (Col.  K).    In  addition,  salary  charges 
and  FTE's  on  the  teaching  budget,  as  defined  in  Form  5,  sLre  recorded  in 
columns  L  and  M,  and  the  number  of  FTE's  on  the  effective  teaching  staff, 
again  as  in  Form  5,  is  given  in  column  N.    Finally,  the  last  column  records 
the  total  number  of  people,  as  opposed  to  FTE's,  for  each  line. 
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APPENDIX  C 


THE  COURSE  AND  FACULTY  SCHEDULE 


INFORMATION  SYSTEM 


The  Course  and  Faculty  Schedule  Information  System  (CAFSIS), 
designed  to  serve  as  a  base  of  information  for  planning  and  budgeting, 
is  concerned  with  three  principal  areas  of  the  University: 


1.  Instructional  Courses      the  organization,  enrollments, 
hours,  and  staffing  of  instructional  courses « 

2.  Instructional  Space  and  Scheduling  the  utilization  of 
instructional  space  and  the  distribution  of  courses  and 
students  over  the  instructional  time  periods. 

3.  Faculty  Time      the  allocation  of  faculty  time  to  all 
non-research  activities. 


In  designing  CAFSIS,  we  were  attempting  to  create  a  data  file 
which  would  include,  at  the  most  detailed  level,  a  record  of  faculty  time, 
courses,  and  instructional  space  utilization  which  would  be  luiiform 
across  all  academic  departments  and  which  could  be  easily  related  to  the 
budget  system.   Since  the  file  would  be  used  for  a  variety  of  purposes, 
both  within  the  central  administration  and  on  the  departmental  level,  we 
sought  to  develop  a  system  which  made  no  prior  assumptions  about  the 
ways  in  which  the  various  detailed  pieces  of  information  would  be  aggre- 
gated. In  this  way,  a  user  of  the  file  could  draw  on  the  information  in 
whatever  way  suited  his  needs  without  imposing  those  needs  and  sub- 
sequent assumptions  on  other  users* 

The  system  was  first  used  in  1968-69  and  has  been  fairly  success- 
ful to  date.   Minor  modifications  have  been  made  in  order  to  ease  the 
burden  at  the  coding  and  keypunch  stages. 

The  following  paragraphs  describe  the  system,  including  data 
collection  and  processings  the  basic  data  file,  and  the  uses  of  the  file. 
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Data  Collection 

The  data  for  the  Course  and  Faculty  Schedule  Information  System 
are  collected  and  processed  on  a  semester  basis.    Four  weeks  after  the 
beginning  of  each  semester,  the  Office  of  the  Dean  of  the  Faculty  sends 
three  forms  to  the  chairmen  of  academic  departments  to  collect  infor- 
mation on  the  depaz*tment's  instructional  courses,  supervision  of  depart- 
mental students'  independent  work,  and  the  non- instructional  activities 
performed  by  a  department's  faculty  members.   The  departments  are 
asked  to  complete  the  forms  in  one  month  and  return  them  to  the  Registrar. 
The  three  forms  are  described  below: 

Course  Plan  Form>   The  Course  Plan  Form  is  designed  to 
provide  detailed  information  about  the  organization,  enrollment,  sched- 
uling, and  staffing  of  the  courses  in  each  academic  department.  A 
separate  form  is  filled  out  for  each  undergraduate  and  graduate  course 
for  which  students  receive  academic  credit.  A  reproduction  of  the  form 
and  accompanying  instructions  may  be  found  in  Table  1. 

Supervision  Form.   The  Supervision  Form  is  designed  to 
collect  information  about  both  the  number  of  students  majoring  in  a  depart- 
pient  and  their  assignment  to  faculty  members  who  supervise  their  inde- 
pendent work.   The  term  "independent  work"  refers  to  work  performed 
for  academic  credit  which  is  not  associated  with  a  specific  organized 
course.   The  form  and  instructions  are  found  in  Table  2. 

Non-Instructional  Activities  Form.   The  purpose  of  this  form 
is  to  record  the  non- instructional  activities  performed  by  the  home-based^-^ 
departmental  faculty  and  the  proportion  of  time  spent  on  these  activities. 
With  the  exception  of  leaves  of  absence,  the  activities  with  which  this  form 
is  concerned  do  not  pertain  to  an  individual's  own  scholarly  activity  and 
research.  A  copy  of  the  form  and  instructions  is  found  in  Table  3. 


—  Each  faculty  member  is  regarded  as  having  a  primary  "home"  in 
one  of  the  academic  departments.  This  primary  association  is  reflected 
in  the  budget  system  as  well. 
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Data  Processing  File  and  Reports 

After  the  forms  are  filled  out  by  the  academic  departments  and 
returned  to  the  Registrar's  Office,  they  are  edited  and  coded,  and  the 
resultant  data  are  pimched  onto  cards  from  which  a  basic  data  file  is 
created.  This  file  is  used  to  produce  three  detailed  reports:  the  Depart- 
mental Course  Summary  (DCS),  the  Departmental  Faculty  Schedule  (DFS), 
and  the  Instructional  Space  Maps. 

Departmental  Course  Summary >    The  DCS  is  designed  to 
present  an  organized. picture  of  each  department's  instructional  course 
program  for  the  semester.   As  may  be  seen  from  the  sample  DCS  in 
Table  4a,  the  report  consists  of  two  sections  for  each  academic  depart- 
ment: 

1.  Courses  —  A  listing  of  all  courses  given  by  the 
department,  including  detailed  information  about 
each  course  with  totals  for  the  undergraduate, 
graduate,  and  departmental  levels.  This  detailed 
infprmation  includes: 

a.  Course  enrollments      The  number  of  students 
enrolled  in  and  auditing  the  course  (Col.  B). 

b.  Course  organization     For  each  type  of 
instruction,  including  non-contact  involvement, 
the  number  of  sections^:/  and  Faculty  Course 
Contact  hours^'  per  week  (Cols.  C-N). 

c.  FCC  hour  totals  —  The  total  number  of  Faculty 
Course  Contact  hours  per  week  for  the  course 
(Col.  O), 

2.  Departmental  Students  —  The  niunber  of  under-* 
graduate  students  majoring  in  the  department  and  the 
number  of  graduate  students  enrolled  in  the  depart- 
ment, all  by  year  of  study  (bottom  of  the  page). 


A  section  is  defined  as  a  specific  group  of  students  meeting  foe  a 
given  type  of  instruction. 

2/ 

—    Faculty  Course  Contact  hours  are  the  number  of  hours  one  instruc- 
tor spends  per  week  for  one  semester  in  "contact"  instruction  in  one  course. 


1 

t  . 
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In  addition  to  the  departmental  listings,  summaries  at  the  divisional 
(Humanities,  Social  Sciences,  Natural  Sciences,  and  Engineering)  and 
University  levels  are  presented  (see  Table  4b), 

Departmental  Faculty  Schedule,   The  DFS  is  a  report  of  each 
faculty  member's  non-research  activities  for  the  semester.   It  includes 
his  participation  in  instructional  courses,  his  supervision  of  students* 
j  independent  work,  and  his  n on- instructional  activities  not  related  to 

research. 

The  DFS  is  presented  in  two  parts.   The  first  part  (Table  5a) 
[  consists  of  a  listing  of  all  faculty  (including  student  assistants  who  partici- 

pate in  the  instructional  program)  home-based  in  a  department,  and 
I  divides  their  activities  into  two  categories:  (1)  those  performed  for  their 

home  department,  and  (2)  those  performed  for  other  departments.  Within 
each  of  these  two  categories,  three  types  of  information  are  recorded  for 
each  person: 

1,  Courses  --  The  catalogue  designation,  types  of 
instruction,  and  number  of  FCC  hours  for  the 
courses  in  which  he  or  she  was  involved  (Cols,  C-H).. 

2,  Supervision  --  The  number  of  students,  by  year  of 
study,  whose  independent  work  was  supervised  by 
the  faculty  member  (Cols,  J-U), 

3,  Other  (Non-Instructional)  Activities  --  The  type  of 
activity  performed  and  the  percentage  of  full  time 
devoted  to  it  (Cols,  V-W). 

Totals  of  these  three  categories  are  presented  for  each  department 
at  the  bottom  of  the  listing.    Two  subtotals  are  also  shown:  one  covering 
activities  performed  by  the  department's  faculty  for  the  department's 
program  (line  la),  and  the  other  showing  activities  they  perform  on  behalf 
of  programs  of  other  departments  (line  lb).   These  same  totals  are 
presented  for  the  divisional  and  University  levels  (see  Table  5b), 

The  second  part  of  the  DFS,  illustrated  in  Table  6a,  fills  in  the 
remainder  of  a  department's  program,  namely  the  contributions  made  to 
that  program  by  members  of  other  departments.  The  headings  are  the 
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same  as  those  presented  in  the  first  part^  and  totals  are  given  for  two 
c&tegoriea: 

1.  Activities  performed  for  a  department's  program 
by  members  of  other  departments  (line  2a)« 

2.  The  total  activities  performed  for  a  departmonlt's 
program  (the  sum  of  line  la  from  Part  1  and  line 
2a  from  Part  2  of  the  DPS). 

Again,  as  Table  6b  shows,  totals  are  presented  on  the  divisional  and 

University  levels. 

Copies  of  the  DCS  and  DFS  are  distributed  to  the  Offices  of  the 
Provost,  the  Dean  of  the  Faculty,  the  Registrar,  the  Dean  of  the  Graduate 
School,  the  Dean  of  the  College,  and  other  interested  offices.  In  addition, 
each  academic  department  receives  copies  of  its  own  departmental  reports. 

Instructional  Space  Maps.   The  Space  Maps  show  the  use  of 
each  instructional  room  by  day  of  the  week  and  time  period.   To  produce 
the  maps,  records  from  the  CAFSIS  file  are  used  in  conjunction  with 
records  from  the  Space  Inventory  File.— ^  A  sample  map  for  one  room  is 
illustrated  in  Table  7. 

Each  map  presents  general  information  about  the  room,  including 
building  and  room  identification,  capacity  in  terms  of  nimiber  of  student 
stations  available,  and  the  usage  or  number  of  hours  per  week  the  room 
is  used  for  instructional  purposes.   The  detailed  information  listed  for 
each  hour  and  day  the  room  is  used  includes  the  following:  the  course,  the 
type  of  instruction,  the  section  number,  and  the  section  enrollment  (first 
line);  start  and  end  time  for  that  meeting  and  the  number  of  times  per  week 
the  section  meets  (second  line);  and  the  name(s)  of  the  instructor(s)  for 
the  section  (third  line). 


—    The  Space  Inventory  File  is  a  data  file  of  all  University  space  and 
contains  detailed  information  about  each  room  on  campus,  including  the 
type  of  room,  its  size,  capacity^  and  assignment. 
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Summary  Tables 

In  addition  to  the  three  reports  described  above,  certain  summary 
tables  are  produced  each  semester.   To  date,  the  summary  tables  which 
have  been  regularly  used  are  based  on  the  information  reported  on  the  DCS 
and  the  DFS;  i.e. ,  FCC  hours,  supervision,  and  non- instructional  activ- 
ities. In  the  planning  stage  are  summary  tables  concerning  instructional 
space  and  scheduling.   The  regularly-produced  summaries  as  well  as  the 
planned  space  summaries  are  described  briefly  below: 

Rank  Totals  of  FCC  Hours.   These  summaries,  illustrated  in 
Table  8,  show  the  distribution  of  Faculty  Course  Contact  hours  per  week 
(1)  by  faculty  rank  (including  student  assistants)  and  (2)  by  type  of  instruc- 
tion for  the  undergraduate  program  and  the  graduate  program  in  each 
department.   The  table  makes  no  distinction  between  FCC  hours  taught  by 
faculty  members  home -based  in  the  department  and  by  faculty  members 
from  other  departments;  rather,  it  includes  all  FCC  hours  contributed  to 
the  instructional  course  program  in  each  department.   Totals  are  also 
presented  on  the  divisional  and  University  levels. 

Rank  Totals  of  Supervision.   In  the  Rank  Totals  of  Supervision 
sximmary  (see  Table  9),  the  number  of  departmental  students  supervised 
(by  year  of  study)  is  presented  for  each  faculty  rank  for  each  department. 
Again,  the  rank  totals  include  all  faculty  members  who  are  supervising 
students  in  the  department,  not  just  those  faculty  members  home-based 
there.  Summary  tables  on  the  divisional  and  University  levels  are  also 
presented. 

Rank  Totals  of  Ncn? Instructional  Activities.    There  are  two 
sets  of  tables  for  each  department  which  show  rank  totals  of  non- 
instructional  activities.   One  includes  all  non-instructional  activities 
performed  by  all  faculty  home-based  in  the  department,  regardless  of 
whether  the  activities  performed  are  for  that  department  (see  Table  10a). 
The  other  includes  all  non-instructional  activities  performed  for  the 
department,  whether  by  home-based  faculty  or  by  others  (see  Table  10b). 


The  format  of  both  tables  is  identical;  each  is  divided  into  three 
sections:  undergraduate,  graduate,  and  general.  Within  each  section, 
the  numbers  of  full-time  equivalent  faculty  members  are  shown  for  the 
following  categories  of  activities:  chairman,  vice-chairman,  depart- 
mental representative  for  undergraduate  and  graduate  studies,  adminis- 
tration of  special  academic  programs,  committees,  leaves  of  absence, 
and  other.  Once  again,  summaries  are  available  for  the  divisional  and 
University  levels. 

Instructional  Space  Summaries.    Tlie  space  utilization  sum- 
maries are  still  in  the  planning  stage.   They  will  show  the  use  of  various 
types  of  instructional  space  by  department,  time  period,  type  of  instruc- 
tion, and  size  of  instructional  group. 
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COURSE  PLAN  FORM  INSTRUCTIONS 


The  purpose  of  this  form  is  to  provide  detailed  information  about  the 
organization,  enrollments,  schieduling,  and  staff  of  the  courses  in  your 
department,    A  separate  sheet  is  to  be  filled  out  for  each  undergraduate  and 
graduate  course.    If  it  is  necessary  to  u^e  more  than  one  sheet  for  a  single 
course,  please  number  each  sheet  consecutively.    The  Registrar's  Office  has 
supplied  adhesive  labels,  affixed  to  the  forms,  designating  the  courses  of 
which  it  has  knowledge.    Please  fill  out  these  forms  and  also  include  on  the 
blank  forms  (without  labeliO  any  other  courses  given  in  your  department  in 
which  students  are  formally  enrolled;  specifically,  those  which  are  listed  and 
numbered  in  the  catalogue  as  well  aQ  any  formally  arranged  reading  courses. 

A  filled  out  sample  form  is  enclosed. 

General  Information  —  Top  of  Form 

Please  fill  in  the  general  course  information  at  the  top  of  the  sheet. 
The  number  of  enrolled  students  should  be  that  indicated  by  the  revised  course 
lists  received  from  the  Registrar's  Office,  including  any  necessary  corrections. 
The  number  of  auditors  indicated  should  represent  those  who  are  formally 
registered  as  ''auditors." 


Detailed  Information  —  Body  of  Form 

Enter  the  following  information  in  the  body  of  the  form  for  each  section 
of  the  course.    In  the  sense  used  here  a  section  is  defined  as  a  specific  group 
of  students  meeting  for  a  given  form  of  instruction.    As  an  example,  a  course 
organized  so  that  the  entire  enrollment  meets  together  twice  a  week  for 
lectures  and  then  is  divided  into  four  sub-groups,  each  of  which  meets  once  a 
week  for  a  precept,  would  be  considered  as  having  one  lecture  section  which 
meets  twice  a  week  and  four  precept  sections  each  meeting  once  a  week. 


Column 

A     Type  of  Instruction.    For  type  of  instruction,  please  specify  lecture, 
class,  precept,  seminar,  conference,  drill,  or  laboratory. 

B     Section  Number.    The  sections  are  to  be  numbered  sequentially  within 
each  type  of  instruction.    For  example,  if  a  course  has  one  lecture 
section  and  three  precept  sections,  the  lecture  section  is  to  be 
numbered  1  and  the  precept  sections  are  to  be  numbered  1  to  3.  (See 
Sample  Form) 


I 


* 


-  9  - 


Table  1  (continued) 

Course  Plan  Form  In£tructlon8 

Column 

C      Number  of  Students  Including  Auditors  ♦    Enter  the  number  of  enrolled 
students  and  auditors  In  the  section. 

D      Meeting  Frequency  Code#    Please  code  the  frequency  of  section 
meetings  as  follows: 

1  -  One  meeting  per  week 

2  -  Two  meetings  per  week 

3  -  Three  meetings  per  week 

4  -  Four  meetings  per  week 

5  Five  meetings  per  week 

6  -  Six  meetings  per  week 

7  -  One  meeting  every  two  weeks 

8  r  One  meeting  per  month 

9  -  Other  regularly  scheduled  frequencies  (e.g.,  once  every  three 

weeks).    When  code  9  Is  used,  please  enter  an  explanation  of 
the  meeting  frequency  In  the  "Comment"  section  on  the  back 
of  the  form. 

0  -  No  regular  schedule  (I.e.,  by  special  arrangement  only).  When 
code  0^  Is  used  please  specify  the  average  or  estimated  ntunber 
of  contact  hours  per  veek  In  the  "Comment"  section  on  the 
back  of  the  form. 

E  -  J     Please  fill  out  columns  E  through  J  for  each  meeting  of  each  section. 
Be  sure  to  designate  afternoon  or  evening  starting  times  as  p.m. 

K       Please  leave  the  column  blank. 

L       Name(s)  of  Instructor(s) .    Enter  the  name(s)  of  all  Instructor (s)  who 
have  teaching  contact  with  the  section  Identified  by  the  number  In 
column  B.    Do  not  list  faculty  members  who  simply  attend  section 
meetings  without  active  teaching  participation  (preceptors  sitting  In 
on  course  lectures,  for  example)  or  are  associated  In  non-teaching 
functions  such  as  grading,  etc.    When  there  Is  more  than  one 
Instructor  associated  with  the  sections,  list  the  names  on  the  lines 
provided.    Should  explanation  of  the  Joint  Involvement  be 'required 
(I.e.,  an  Individual  gives  a  series  of  lectures  on  a  special  topic  or 
takes  responsibility  for  only  a  limited  portion  of  the  course)  please 
enter  the  explanation  In  the  "Comment"  section  on  the  back  of  the 
form. 

M,N,0     Please  leave  these  columns  blank. 

P       Number  of  Instructors  Per  Meeting.    In  some  cases  there  will  be 

fewer  Instructors  teaching  each  meeting  of  the  section  than  the  number 
of  names  listed  In  column  L  as  being  associated  with  the  section. 
For  example,  there  may  be  two  Instructors  associated  with  a  section, 
but  who  teach  the  section  on  alternate  weeks,  so  that  only  one  of 
them  Instructs  at  each  meeting.    In  such  cases,  enter  the  number 
(or  Average  number)  of  Instructors  present  at  each  meeting  In 


Table  1  (continued) 

Course  Plan  Form  Instructions 
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Column 

column  P.    If  the  number  of  Instructors  per  meeting  Is  equal  to  the 
number  of  Instructors  listed  In  column  L  (as  It  almost  always  will 
be)»  It  Is  not  necessary  to  fill  In  column  P. 

Other  Faculty  Involvement  —  Back  of  Form 

Q       List  the  names  of  any  faculty  members »  research  staff  or  graduate 

students  assigned  to  any  non-contact  Instructional  activities  (e.g.^ 
grading »  laboratory  preparation)  associated  with  the  course, 

R»S»T     Please  leave  these  columns  bliank, 

U       Enter  the  activity  to  which  they  are  assigned. 

V       Enter  an  estimate  of  the  hours  per  week  the  activity  requires  In  hours 
equivalent  to  faculty  course  contact  hours  —  not  In  actual  clock  hours. 
To  provide  guidelines  about  how  this  equivalency  Is  to  be  established 
Is  most  difficult)  but  probably  the  Instructor  In  charge  of  the  course 
would  be  In  the  best  position  to  make  the  estimate. 
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Table  2 


DEPARTMENTAL  STUDENT  SUPERVISION  FORM  INSTRUCTIONS 

The  Student  Supervision  form  is  designed  to  collect  information  about  both 
the  number  of  students  in  your  department  and  their  distribution  among  faculty  mem- 
bers supervising  their  independent  work.  As  used  here,  "independent  work**  refers  to 
work  such  as  senior  theses  and  dissertation  research  and  does  not  Include  work  asso- 
ciated with  a  specific  course.  **Supervision**  does  not  include  the  advising  of  students 
on  their  course  of  study.  ^ 


NUMBER  OF  DEPARTMENTAL  STUDENTS 

In  the  top  section  please  fill  in  the  number  of  students  in  your  department^ 
as  of  mid-semester »  in  the  categories  listed  across  the  form.  Include  all  depart- 
mental students  whether  or  not  they  are  engaged  in  independent  work.  If  several 
of  these  pages  are  required  to  supply  the  rest  of  the  requested  inform ation,  this 
section  need  be  filled  out  on  the  first  page  only. 

The  3  undergraduate  student  categories  refer  to  departmental  concentrators. 
The  5  graduate  student  categories  are  to  include  only  those  students  enrolled  as 
graduate  students  in  your  department. 

The  visiting  fellow  category  includes  post-doctoral  students  and  visiting 
faculty  who  are  at  the  University  on  a  fellowship  or  on  sabbatical  leave.  Do  not 
include  post-doctoral  students  who  are  employed  by  the  University  as  research  assist- 
ants or  associates. 


STAFFING  OF  SUPERVISION 

In  column  A  please. list  the  names  of  all  faculty  members,  whether  or  not 
they  are  in  your  department,  who  supervise  the  independent  work  of  students  in  your 
department.  If  the  faculty  member  is  from  another  department,  please  list  his  home 
department  in  column  B.  Otherwise  column  B  ishould  be  left  blank. 

Column 

C,D      Please  leave  these  columns  blank. 

B-Q       In  entering  the  numbers  of  departmental  students  supervised,  please 
include  only  those  students  \^ose  independent  work  or  non-course 
work  is  being  actively  supervised  as  of  mid-semester  by  the  faculty 
member  listed.  A  student  should  fulfill  the  following  two  conditions 
in  order  to  be  included: 
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Table  2  (continued) 

Departmental  Student  Supervision  Form  Instructions 


Column 

1.  His  independent  work  or  non-course  work  being  supervised  is 
a  significant  portion  of  his  academic  program ,  and 

2.  The  supervision  of  his  independent  work  or  non-course  work 
makes  a  significant  demand  on  the  time  of  the  faculty  member. 


Columns  E,  F,  and  G  refer  to  sophomore,  junior  and  senior  concentrators. 
Columns  H  -  M  refer  to  graduate  students,  by  year  of  study,  enrolled  in  your  depart- 
ment. Columns  N  and  O  will  include  students  who  are  listed  in  columns  H  -  M  when 
the  supervision  involved  is  directly  related  to  their  thesis  work.  Column  N  refers  to 
students  enrolled  in  programs  leading  to  the  MSE,  and  MPA,  and  the  MFA  in  Archi- 
tecture. Column  O  refers  to  stiidents  enrolled  as  candidates  for  the  Ph.  D.  degree. 
Column  P  relates  to  those  Ph.  D.  candidates  no  longer  enrolled  in  the  Graduate  School, 
but  whose  doctoral  work  is  still  being  actively  supervised  by  a  faculty  member.  The 
final  column,  Q,  refers  to  all  post-doctoral  students,  whether  here  on  a  fellowship  or 
employed  as  research  personnel,  whose  work  is  being  actively  supervised  by  a  faculty 
member. 


SPECIAL  AND  INTERDEPARTMENTAL  PROGRAMS 

Please  include  the  supervision  of  those  students  in  your  department  who  are 
enrolled  in  the  following  special  or  inter-departmental  programs,  as  we  are  collecting 
information  only  through  the  academic  departments.  Woodrow  Wilson  School  concen- 
trators wUl  be  collected  through  the  Woodrow  Wilson  School. 

Program  in  African  Studies 
Program  in  Afro-American  Studies 
Program  in  American  Civilization 
Program  in  Applied  Mathematics 
Basic  Engineering  Program 

Program  in  Chinese  and  Japanese  Art  &  Archaeology 
Program  in  Classical  Archaeology 
Program  in  Classical  Philoso{Ay 
Program  in  Engineering  and  Public  Affairs 
Program  in  European  and  Near  Eastern  History 
European  Civilization  Program 
Program  in  Geophysical  Fluid  Dynamics 
Program  in  Latin  American  Studies 
Program  in  Linguistics 
Program  in  Political  Philosophy 
Polymer  Materials  Program 
Program  in  Russian  Studies 
Program  in  Science  in  Human  Affairs 
Committee  on  Sblid  State^and^ Materials  Sciences 
Water  Resources  Program'  ^ 
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Table  3 

NON -INSTRUCTIONAL  ACTIVITIES  FORM  INSTRUCTIONS 

This  form  is  designed  to  collect  a  detailed  account  of  the  non-instructional 
activities  performed  by  members  of  your  department. 

The  activities  with  which  this  form  is  concerned  do  not  include  an  individ- 
ual's own  scholarly  or  research  activities,  activities  charged  to  sponsored  projects, 
activities  directly  related  to  a  specific  course,  or  leaves  of  absence. 

The  types  of  activities  in  which  we  are  interested  include  departmental  chair 
men  and  vice-chairmen;  departmental  and  graduate  representatives;  departmental, 
inter -departmental  and  University  committees  (regular  or  ad  hoc);  special  program 
administration;  and  research  administration  on  the  departmental  budget  (not  on 
project  funds). 

Please  list  only  those  activities  whose  performance  requires  a  significant 
portion  of  an  individual's  time  (5%  or  greater).  Activities  requiring  less  than  5%  of 
full-time  should  not  be  included  unless  when  combined  with  other  activities  of  the 
same  type  (for  example,  time  spent  on  various  departmental  committees),  they  sum 
to  5%  or  greater. 

Column 

A      Please  enter  the  names  of  all  members  of  your  department  who  are 
performing  non- instructional  activities,  including  research  and 
•■  professional  staff  members  as  well  as  graduate  student  assistants 
and  teaching  fellows  if  appropriate.  Since  it  may  take  several  lines 
to  list  all  of  the  various  activities  of  an  individual,  be  sure  to  com- 
plete the  entries  in  columns  D,  E,  and  G  for  each  individual,  before 
entering  the  next  name. 

B,C      Please  leave  these  columns  blank. 

D      Enter  a  brief  description  of  the  non-instructional  activities  (one 
activity  to  a  line)  performed  by  the  individual  listed  in  column  A. 

E      If  the  activity  described  in  column  D  i^.  performed  for  a  department  - 
or  program  other  than  the  IndlviduaPis  home  department,  enter  the 
name  of  that  department  or  program.  If  the  activity  Is  performed  for 
his  home  department,  leave  column  E  blank. 

F       Please  leave  column  F  blank. 

G       Please  fill  In  the  percentage  of  a  full-time  equivalent  (FTE)  for  one 
semester     not  necessarily  the  percentage  of  the  time  of  the  Individ- 
ual —  required  for  each  activity  listed.  If,  for  example,  an  Individual 
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Table  3  (continued) 

Non-Instructional  Activities  Form  Instructions 
Column 


has  a  half-time  appointment  for  the  semester,  and  he  spends  50% 
of  his  appointment  time  on  a  non-instructional  activity,  the  entry 
in  column  G  for  that  activity  would  be  25%.  ^ 
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APPENDIX  D 

v.* 

ALLOCATION  METHODS  AND  DETAILED  TABLE 
FOR  FORMAT  IIA 

This  appendix  describes  the  cost  and  income  allocation  methods 
used  to  obtain  Format  IIA  of  the  program  budget     the  "incremental  cost 
University  level"  program  budget  format.   (See  pp.  378-387  for  an 
introductory  explanation  of  this  format* ) 

The  primary  sources  of  the  basic  cost  and  income  data  are  one 
of  our  budget  forms  (Form  10)  and  the  University's  Financial  Report. 
A  detailed  table  of  Format  IIA  follows  the  explanation  of  the  allocations. 

Academic  Departments 

Faculty  Salaries 

Total  faculty  salaries  are  allocated  in  the  following  way*  The 
sponsored  research  part  of  faculty  salaries  is  taken  directly  from  the 
budget  and  allocated  to  sponsored  research.    The  remainder  of  the  faculty 
salaries  (the  teaching  budget)  is  allocated  across  undergraduate^  graduate^ 
non-sponsored  research  and  preservation  of  knowledge^  and  unallocated. 
This  allocation  is  based  on  the  CAFSIS  reports  of  faculty  activities  (see 
Appendix  C)  and  is  made  in  the  following  way. 

The  instructional  activities  on  CAFSIS  (lectures,  seminars,  labs, 
gracing,  supervision,  etc. )  are  weighted  according  to  the  clock  hours  per 
week  estimated  to  be  associated  on  average  with  each  unit  of  the  different 
activities.  .  In  making  these  estimates,  we  asked  a  small  sample  of  our 
faculty  for  their  own  estimates  and  also  considered  some  more  detailed 
University  of  California  surveys.  CAFSIS  lists  administration  time  in 
Full -Time  Equivalents  (FTE*  s),  and  splits  the  time  into  undergraduate, 
graduate,  and  unallocated  (primarily  chairmanship  duties).    Our  calcu- 
lations assutned  that  one  FT E  was  equivalent  to  fifty  clock  hours  per  week. 
The  total  clock  hours  associated/with  the  CAFS^^^  individual 


were  then  subtracted  from  fifty  times  each  individual's  fraction  of  time 
on  the  teaching  budget  to  obtain  an  estimate  of  time  for  non-sponsored 
research  (including  keeping  up  with  the  field).   The  teaching  budget  faculty 
salaries  for  each  individual  in  each  department  were  then  spread  over 
undergraduate,  graduate,  non-sponsored  research,  and  unallocated,  in 
proportion  to  the  hours  (for  that  individual)  associated  with  each  category. 
This  method  counts  leaves  with  pay  as  non-sponsored  research.    If  non- 
sponsored  research  turned  out  to  be  negative,  it  was  taken  as  0, 
Other  Salaries,  Operating  Expenses,  and  Benefits 

Faculty  summer  salaries  for  sponsored  projects  are  taken  directly 
from  Form  10.    The  remainder  of  faculty  summer  salaries  are  assumed 
to  be  related  to  supervision  of  graduate  students.   Assistants  in  Instruction 
are  taken  as  undergraduate  instruction  (as  shown  in  CAFSIS).  Assistants 
in  Research  charged  to  sponsored  research  are  taken  as  sponsored  re- 
search; the  remainder  are  taken  as  non-sponsored  research.  Profes- 
sional Re  search/ Professional  Technical  Staff  charged  to  sponsored  re- 
search is  taken  as  spc»isored  research;  remainder,  as  non-sponsored 
research.    Supporting  staff  directly  charged  to  sponsored  research  is 
assigned  to  sponsored  research.    The  remainder  is  prorated  in  proportion 

to  the  totals  of  the  department  salaries  distributed  up  to  this  point.  ^ 

1/  ■ 

Benefits  on  average  are  14%-  of  non-student  salaries,  and  are  taken  as 
such.  The  remaining  operating  expenses  are  divided  into  two  parts.  The 
part  charged  directly  to  sponsored  research  is  taken  as  sponsored  research. 
The  remainder  of  operating  expenses  is  prorated  over  undergraduate, 
graduate,  non-sponsored  research,  and  unallocated  in  proportion  to  the 
distribution  of  all  salaries. 
Income 

Endowment  income  for  each  department  is  split  among  under- 
graduate, graduate,  non-spcxisored  research,  and  unallocated  in  proportion 


-  The  percentage  is  now  (June  1972)  higher/  but  was  14%  at  the  time 
these  calculations  were  made.  V 


-  3  - 


to  total  departmental  expenses  in  these  categories.   Unspecified  faculty 
salary  income  is  split  among  undergraduate^  graduate^  non- sponsored 
research^  and  unallocated  in  proportion  to  the  total  faculty  salaries  in 
these  categories  for  the  whole  University. 
Operations  and  Maintenance  (O&M)  of  Buildings 

The  operating  cost  of  each  building  is  split  in  proportion  to  the 
square  footage  assigned  to  each  activity  in  the  building.   Operating  cost 
of  each  faculty  office  is  split  in  the  same  proportion  as  the  salary  of  the 
occupant  of  the  office.  Classrooms  and  instructional  labs  are  allocated 
to  the  department  to  which  they  are  assigned.  Their  operating  costs  are 
split  between  undergraduate  and  graduate  in  proportion  to  the  hours  of 
utilizaticxi.   Research  space  is  split  by  department  between  non-sponsored 
research  and  sponsored  re'search  according  to  the  type  of  research  in 
each  laboratory. 
Major  Maintenance  Expenses 

The  total  transfer  from  the  operating  budget  to  the  major  mainte- 
nance reserve  is  split  in  proportion  to  the  distribution  of  the  operating 
costs  of  buildings. 
Equipment  Acquisition  Expenses 

For  academic  departments^  the  transfer  to  the  equipment  reserve 
is  split  by  department  baised  on  each  department's  contribution  to  the 
expenses  counted  in  the  transfer  calculation.   The  amount  for  each  depart- 
ment is  shown  in  the  unallocated  section. 
New  Construction  Expenses 

Construction  expenses  are  split  in  proportion  to  the  distributicxi  of  the 
operating  costs  (and  hence  the  square  footage)  of  the  building. 

Special  Academic  Programs 
Expenses  are  split  among  undergraduate,  graduate,  non-sponsored 
research,  sponsored  research,  and  unallocated  according  to  the  primary 
function  of  the  program.   In  all  cases  except  research,  the  primary 
function  is  clear.    In  cases  of  r^ 
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research  are  taken  as  sponsored  research  and  the  remainder  as  non- 
sponsored  research  for  all  but  supporting  staff.   Supporting  staff  expenses 
are  allocated  in  proportion  to  other  salary  totals.    Non-directly  charged 
(to  sponsored  research)  operating  expenses  are  allocated  in  proportion 
to  the  totals  of  non-directly  charged  salaries. 

Student  Aid 

Expenses  are  the  undergraduate  scholarships  and  prizes  and  any 
transfer  from  the  operating  budget  to  the  student  loan  fund.    Income  is  the 
endowment  income  and  gifts  and  grants  specified  for  these  purposes* 

Library 

Our  allocation  of  the  library  expenses  and  income  is  based  on  the 
assumption  that  the. primary  purpose  of  the  University's  extensive  library 
is  the  preservation  of  knowledge  and  the  collection  of  information  needed 
for  research.   We  consider  the  library  to  be  part  of  the  research  core  of 
the  University^  to  which  the  undergraduate  and  graduate  programs  are 
added.   Thus  in  allocating  the  library  expenses  and  income,  we  allocate 
to  undergraduate  and  graduate  only  the  incremental  costs  of  these  programs 
and  put  the  rest  of  the  library  (except  for  administration)  in  research  and 
preservation  of  knowledge. 

Library  for  the  undergraduate  program  includes  (1)  a  percentage 
of  the  circulation  costs  equal  to  the  p^Tcentage  of  actual  transactions  made 
by  undergraduates,  obtained  from  a  sample  of  transactions,  and  (2)  the 
reserve  acquisitions  for  undergraduates.   The  corresponding  parts  are 
taken  for  graduate.    The  remainder  of  the  library  costs  is  allocated  to 
research  and  the  preservation  of  knowledge.   These  costs  are  split 
between  sponsored  and  non-sponsored  research  in  the  following  way.  The 
remaining  direct  library  costs  are  divided  into  acquisitions  (including 
preparation  of  new  acquisitions),  circulation,  and  administration.  The 
acquisitions  are  split  by  subject  and  the  preparations  are  split  in  the  same 
proportions.   The  circulation  costs  are  also  split  by  subject  based  on  a 
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sample  of  circulation  transactions.   Costs  are  then  summed  by  academic 
division  (Humanities^  Social  Sciences^  Natural  Sciences^  and  Engineering). 
The  costs  for  each  division  are  split  between  sponsored  and  non-sponsored 

research  in  proportion  to  the  split  between  sponsored  and  non-sponsored 

J 

research  of  the  faculty  salaries  in  that  division.    The  library  administra- 
tion is  in  the  unallocated  category. 

O&M  and  major  maintenance  costs  are  divided  among  acquisitions 
(including  storage)^  circulation,  and  administration  in  proportion  to  the 
square  feet  assigned  each  function.  These  separate  pieces  are  then 
allocated  themselves  in  the  same  proportions  as  the  direct  library  costs 
in  the  same  category.    (For  splitting  the  space  costs  for  storage,  the 
percentage  of  cards  in  the  catalog  index  devoted  to  each  subject  was  used 
as  a  measure  of  the  percentage  of  stack  space  for  each  subject. ) 

Library  income  is  allocated  according  to  restrictions  placed  upon 
it.   Within  each  restricted  category,  the  income  is  then  allocated  in  the 
same  proportions  as  the  direct  costs  in  each  category. 

Computer  Center 
The  sponsored  research  computer  charges  are  taken  as  the 
sponsored  research  part  oi  departmental  computer  bharges.    The  remain- 
der of  the  computer  expenses  ar'e  taken  as  non-sponsored  research. 

Academic  Administration 

Direct  undergraduate  academic  administration  includes  Bureau  of 
Student  Aid,  Dean  of  the  College,  Dean  of  Students,  Admissions,  Registrar, 
etc.  The  Dean  of  the  Graduate  School  is  in  the  graduate  section. .  The 
Provost  and  the  Dean  of  the  Facully  are  in  the  unallocated  category. 

Operating  costs  of  administrative  buildings  are  distributed  to  offices 
on  a  square  foot  basis.   Equipment  acquisition  costs  are  taken  from  the 
Financial  Report  by  office. 
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Dormitories 

Direct,  O&M,  major  maintenance,  and  equipment  acquisition  costs 
for  undergraduate  dormitories  are  taken  directly  from  the  Financial 
Report.   Activities  such  as  catering,  laundry  agency,  vending,  etc.  are 
unallocated.    Income  is  direct  student  charges. 

Dining  Halls  and  Cafeterias 
Direct,  O&M,  and  equipment  acquisition  costs  for  undergraduate 
dining  halls  are  taken  directly  from  the  Financial  Report.    Cafeterias  for 
both  staff  and  students  are  in  unallocated.    Income  is  direct  user  charges. 

Athletics 

Our  allocation  of  athletics  activities  and  expenses  is  based  on  the 
assumption  that  our  football  and  basketball  programs  are  not  just  for  the 
undergraduates  who  participate  on  the  teams  but  are  also  for  the  benefit 
of  the  whole  University  and  the  broader  conmiunity.    On  the  other  hand 
and  although  wider  benefits  are  present  here  as  well      we  have  attributed 
other  athletics  (including  physical  education)  to  the  undergraduates  who 
participate  in  them.   Of  course  the  facilities  for  these  athletics  can  be 
and  are  used  by  other  members  of  the  University,  -and  a  strict  cost 
allocation  of  the  maintenance  of  these  facilities  based  on  actual  users 
would  of  course  allocate  some  part  of  the  cost  to  these  other  members  of 
the  University. 

Inevitably,  these  are  somewhat  arbitrary  distinctions,  especially 
since  there  is  considerable  support  for  nearly  all  Princeton  teams.  How- 
ever, football  and  basketball  generate  considerably  more  income  than  any 
other  sports,  and  this  fact  has  been  given  due  weight  in  our  assumptions. 

As  a  result  of  these  assumptions,  we  have  allocated  athletics  in 
the  following  way.   All  athletics  except  football  and  basketball  are  in 
undergraduate.   Football  and  basketball  are  in  unallocated.    The  salaries 
of  the  athletic  staff  and  the  direct  operating  expenses  of  the  sports  are 
allocated  directly  to  each  sport.   Administration  and  supporting  staff 
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salaries  are  allocated  in  proportion  to  direct  salaries.   O&M  and  major 
maintenance  costs  are  split  on  the  basis  of  the  square  footage  for  each 
sporty  and  equipment  acquisition  is  split  in  proportion  to  the  total  direct 
costs  for  each  sport. 

Income  for  athletics  in  the  undergraduate  section  is  the  gate 
receipts  and  user  charges  for  all  sports  except  football  and  basketball. 

Unallocated  University  Services 
Health  physics,  machine  shop^  printings  mailing,  and  alumni 
records  (PMAR),  and  photo -duplication  are  workload  related.  Depart- 
mental charges  for  these  activities  are  taken  as  expenses  for  the  depart- 
ments and  counted  as  income  to  the  service  activities. 

Planning,  Plant,  and  Properties 
The  parts  of  Planning,  Plant,  and  Properties  not  already  distributed 
(administration,  overhead,  security,  roads,  walks  and  lawns,  real  estate 
management,  commercial  properties,  and  faculty  and  staff  housing)  are 
taken  directly  from  the  Financial  Report  and  put  in  unallocateji. 

Unrestricted  Income 
All  unrestricted  income  is  in  unallocated. 
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PROGRAM  BUDGET        FY  69 
Format  IIA 


I.  UNDERGRADUATE 

A.    Academic  Departments 

Operating 

Direct  • 
Expenses 

Faculty  Salaries 

ether  Salaries,  Operating  Expenses, 

Benefits 
Total  Expenses 

Income 

Endowment 

Gifts  and  Grants 

Unspecified  Faculty  Salaries 

Total  Income 

Met  Direct 

O&M 

Expense  ■ 

Income 
Net  O&M 

Major  Maintenance 
Net  Operating 
New  Construction  Expenses 

Special  Academic  Programs 

Operating 

Direct 

Expenses 

Income 

Endowment 
Gifts  and  Grants 
Unspecified  Faculty  Salaries 
Total  Income 

Net  Direct 

O&M 

Net  Operating 


B. 


1,483.3 

936.0 
2,419.3 


690.8 
74.1 
268.8 
1,033.7 


362.0 
41.7 


339.5 


0.0 
37.5 
0.0 


37.5 


1,385.6- 

320.3 
106.0 
1,811.9 
1,213.7 


\; 
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C.    Student  Aid 

1.  Scholarships  and  Frizes 
Operating 

Expenses  -  2,434,1 

Income 

Endowment  1 ,  683  •  0 

Gifts  and  Grants  717,0 
Total  Income  2.400,0 

Net  Operating  -  34.1 

2.  Transfer  to  Student  Loan  Fund  -  300«0 

D«    Academic  Support 
Library 

Operating 
Direct 

Expenses  -  191.3 

Income 

Endowment  General  28.5 

Street  Endowment  10.4 

Gifts  and  Other  22,1 

Total  Income  61,0 

Net  Direct  -  130.3 

O&M 

Expenses  -  36.9 

Income  6.3 
Net  06M  -  30.6 

Major  Maintenance  •  11.4 

Equipment  Acquisition  2,8 

Net  Operating  -  175.1 

New  Construction  Expenses  •  37  «2 
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E.    Academic  Administration 
Operating 

Dir-^rt 

Major  Maintenance 
Equipment  Acquisition 
Net  Operating 


883.8 
28.9 
1.3 
7.9 


921.9 


P.    University  Services 

1.  Dormitories 

Operating 

Expenses 
Direct 
O&M 

Major  Maintenance 
Equipment  Acquisition 
Total  Expenses 

Income 
User 

Endowment 
Total  Income 

Net  Operating 

2.  Dining  Halls  and  Cafeterias 
Operating ' 

Expenses 
;  Direct 
OfiM 

Equipment  Acquisition 
Total  Expenses 

Income 

Nest  Operating 


420.3 
454.2 
205.9 
7.5 


1,514.2 
78,6 


1,559.2 
150.8 
76,9 


-  1,087.9 

1,592.8 
504.9 


ERIC 


464 
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G.  Athletics 

Operating 

Expenses 
Direct 
O&M 

Equipment  Acquisition 
Major  Maintenance 
Total  Expenses 

Income 

Net  Operating 

New  Construction  Expenses 

H.  Planning,  Plant,  and  Properties 
O&M  Other  Buildings 

Net  Operating 

I.  Undistributed  Income 
Tuition 

Fees 
Total 

TOTAL  OPERATING  EXPENSES 

TOTAL  OPERATING  INCOME 

TOTAL  NET  OPERATING 

TOTAL  NEW  CONSTRUCTION  EXPENSES 


-  587 .7 

-  260.7 

-  113.7 

6.7 

968.8 
120.1 
848.7 
41.4 


30.5 

7,027  .4 
134.0 
7,161.4 
-11,025.3 
14.269.0 
3,243.7 
-  1,292.3 
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II.  0EIADUATE 

A«    Academic  Departments 
Operating 
Direct 

Expenses 

Faculty  Salaries  -  1,749,4 
Other  Salaries,  Operating  Expenses     -  660.9 

Benefits   

Total  Expenses  -  2,410.3 

Income 

Endowment  810.6 

Gifts  and  Grants  82.1 

Unspecified  Faculty  Salaries  317 ]l 

Total  Income  1,209.8 

Net  Direct  -  1,200.5 

Support  of  Graduate  Students 

Expenses  -  3,813.6 

Income 

Endo\nnent  901.0 
Gifts  and  Grants  . 

Non - Gove rnment  891.0 

Government  l,62o!o 

N 

Total  Income  3,412.0 
Net  Support  of  Graduate  Students  -  401.6 

O&M 

Expenses  -  196.8 


Income 


21.9 


Net  O&M                                                        ~                    .  j^74  5 

Major  Maintenance  -  57  5 

Net  Operating  .  1,834.5 

New  Construction  Expenses  .  39^  g 


'486 
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B.  Special  Academic  Programs 
Operating 

Expenses  «  11.9 

Income 

Endowment  12.0 

Gifts  and  Grants   

Total  Income  12.7 

Net  Operating  0.8 

C.  Academic  Support 
Library 

Operating 
Direct 

Expenses  -  186.8 
Income 

Endowment  ^  27  .7 

Gifts  19.7 

Other   1,7 

Total  Income  49.1 

Net  Direct  -      137 .7 

OSM 

Expenses  «  33.4 

Income  5.7 
Total  06M  -       27 .7 

Major  Maintenance  «  10.2 

Equipment  Acquisition  2.8 

Net  Operating  178.4 

New  Construction  Expenses  -  33.4 
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D«    Academic  Administration 
Operating 
Direct 

om 

Net  Operating 


201.1 
12.0 
213.1 


E.    University  Services 

1 .    Hous Ing 

Operating 

Graduate  College 

Expenses 
Direct 
O&M 

Major  Maintenance 
Equipment  Acquisition 
Total  Expenses 

Income 

Net  Graduate  College 

Rental  Housing 

Expenses 

Direct  and  OSM 

Debt  Retirement 
Total  Expenses 

Income 
User 

Endowment  for  Debt  Retirement 
Total  Income 

Net  Rental  Housing 

Net  Operating 


105.0 
94.5 
6.6 
0.0 


206.1 
258.2 


364.1 
70.0 


434.1 


335.2 
35.6 


370.8 


52.1 


63.3 
11.2 


ERiC 
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2.    Food  Services 
Operating 

Graduate  College 

Expenses  Direct  -  279.4 

Income  310,0 
Net  Operating  30.6 

F.  Planning,  Plant,  and  Properties 
Other  Buildings 

Operating 

O&M  2,7 
Net  Operating  -  2.7 

G.  Undistributed  Income 
Operating 

Tuition  3,143.1 

Government  Cost  of  Education  203.0 

Fees  67.6 

Endowment  73.9 

Net  Operating  3,487.6 

TOTAL  OPERATING  EXPENSES  -  7,858.7 

TOTAL  OPERATING  INOOME  9.137.8 

TOTAL  NET  OPERATING  1,279.1 

TOTAL  NEW  CONSTRUCTION  -     428  0 
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III.    RESEARCH  AND  PRESERVATION  OF  KNOWLEDGE 
SPONSORED  RESEARCH 
A.    Academic  Departments 
Operating 


Direct 

Faculty  Salaries  -  717.9 

Other  Salaries,  Operating  Expenses 
Benefits 

Direct  Charges  10, 819.0 

Allocated  571,8 

Net  Direct  -12,108.7 
O&M 

Forrestal  •  528.1 

Main  Campus  236.1 
Total  OfiM  *         .  764.2 

Major  Maintenance  •  115.0 

Equipment  Acquisition 

Expenses  .  790.2 

Income  79l!8 

Net  Equipment  Acquisition   lA 

Net  Operating  r  -12,986.3 

New  Construction  Expenses  -  1,072.4 

B.    Special  Academic  Programs 
Op(!rating 


Direct  Charges 
Allocated 

O&M 

Forrestal 

Main  Campus 
Total  0£M 

Major  Maintenance 

Expenses 

Income 
Net  Major  Maintenance 


-11,295.1 
-  784.7 


661.7 
6.6 

668.3 


293.5 
293.5 

0.0 
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Equlpmerit  Acquisition 

Expenses  -  648,5 

Income  648.6 

Net  Equipment  Aci^uisiticn  0,1 

Net  Operating  -12,748.0 
New  Construction  Expenses  -  1,246.6 


C.    Academic  Support 


1  •  Library 
Operating 
Direct 


Expenses 

Acquisitions  -  558.9 

Circulation  50.9 

Total  Expenses  -  609.8 

Income 

Endowment  90.8 
Gifts 

Non- Government  37  . 6 

Government  26.9 

Other   5.6 

Total  Income  160.9 


Net  Direct  «-  448.9 

O&M 

Expanses  -  63.3 

Income  10,8 
Net  OiScM  -  52.5 


Major  Maintenance  -  19.6 

Equipment  Acquisition  -  9.1 

Net  Operating  -  530.1 

New  Construction  Expenses  79.^ 
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2.    Computer  Center 

Operating 

Expenses 
Direct 
06H 

Equipment  Acquisition 
Total  Expenses 

Income  Government 

Net  Operating 

New  Construction  Expenses 

D.  Academic  Administration 

Operating 
Direct 

Equipment  Acquisition 
Net  Operating 

E.  University  Services 
Forrestal  Stock  Room 

Operating 

F.  Miscellaneous 

Other  Equipment  Acquisitions 

6.  Income 

Direct  Charges 

Fart  of  Indirect  Charges 

Total  Income 
TOTAL  OPERATING  EXPENSES 
TOTAL  OPERATING  INCOME  . 
TOTAL  NET  OPERATING 
TOTAL  NEW  OONSTRUCTION  EXPENSES 


490.1 
6.4 
6,5 


51.9 


13.3 


24,163.0 
2.834.8 
26,997.8 
■28,991.3 
28.991.3 
0.0 

•  3,098.9 
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NDN'-SPONSORED  RESEARCH  AND  PRESERVATION  OF  KNOWT^DGE 

A.  Academic  Departments 
Operating 

Direct 

Expenses 

Faculty  Salaries  -  4,160.5 

Other  Salaries,  Operating 

Expenses ,  Benefits  -  1,572.9 

Total  Expenses  -  5,733.4 

Income 

End  owme  nt  1,859.9 

Gifts  and  Grants  197.7 

Unspecified  Faculty  Salaries  754.1 

Total  Income  2,811.7 

Net  Direct  -  2,921.7 

Expenses  -  239.6 

Incorae  32.6 
Net  O&M  -  207.0 

Major  Maintenance  75,0 

Net  Operating  -  3,203.7 

New  Construction  Expenses  -  642.3 

B.  Special  Academic  Programs 
Operating 

E^Kpenses 

Direct  -  691.1 

O&M  -  4.0 

Major  Maintenance  -*  12.7 
Equipment  Acquisition  12.7 
Total  Expenses  -  720.5 

Income 

Endowment  356.9 
Gifts  and  Grants  229,9 
Total  Income  586,8 


Net  Operating 


133.7 
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C.    Academic  Support 
1 .  Library 
Operating 
Direct 

. Expenses 

Acquisitions 
Circulation 

Total  Expenses 

Income 

Endowment 
Gifts 

Non- Government 
Government 
Other 
Total  Income 

Net  Direct 

0£M 

Expenses 

Income 
Net  OSM 

Major  Maintenance 
Equipment  Acquisition 

Net  Operating 

New  Construction  Expenses 
2.    Computer  Center 

Operating 

Expenses 
Direct 
O&M 

Equipment  Acquisition 
Total  Expenses 

Income  Government 

Net  Operating 

New  Construction  Expenses 


-  1,375.7 

-  145.9 

-  1,521.6 


226.6 

93.9 
67.1 
14.1 
401.7 


201.9 
34.5 


1,182.9 
14.3 
15.6 


-  1,119.9 

-  167.4 

62.3 
22.7 

-  1,372.3 

-  256.6 


X,212.8 
212.1 

1,000.7 
624.2 
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3.  Art  Museum 
Operating 

Expenses 

Direct  -  157.0 

06cM  -  52.6 

Equipment  Acquisition  110.0 
I  Total  Expenses  -  319.6 

Income  Endowment  42.3 

Net  Operating  -  277.3 

4.  McCarter  Theater 
Operating 

Direct  -  73.2 

O&M  -  30.5 

Major  Maintenance  -  1,0 

Net  Operating  -  104.7 

D.    Academic  Administration 

Operating  Direct  40,6 

Net  Operating  -  40.6 

TOTAL  OPERATING  EXPENSES  -10,254.7 

TOTAL  OPERATING  INCOME  4.121,7 

TOTAL  NET  OPERATING  -  6,133.0 

TOTAL  NEW  GONSTRUCTION  EXPENSES  -  1,523.1 
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UNALLOCATED     Indirect  Support 
A.    Academic  Departments 
Operating 
Direct 

Expenses 

Faculty  Salaries  -  532.6 
Other  Salaries,  Operating  Expenses, 

Benefits  999.6 

Total  Expenses  -  1,532.2 

Income 

Endowment  510.3 

Gifts  and  Grants  60.9 

Unspecified  Faculty  Salaries   96.4 

Total  Income!  667.6 

Net  Direct  -  864.6 

OSM 

Expense  .  285.4 


Income 


Net  O&M                       .  .  264.8 

Major  Maintenance  .  251.7 

Equipment  Acquisition  481,4 

Net  Operating  _  1,862.5 

B.    Special  Academic  Programs 
Operating 
Direct 

Expenses  .  578.0 

Income  Endowment  115^7 

•  Net  Direct  *         -  462.3 

OfiM       .  -  5.5 

Major  Maintenance  0^0 

Equipment  Acquisition  3^0 

Income       Gifts  and  Grants  51^7 

Net  Operating  «  419.1 

New  Construction  Expenses  0.0 


4£6 
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G.    Special  Educational  Programs 
Operating 

Expenses  --  Direct 
Net  Operating 


168.0 
168.0 


D.    Academic  Support 
I .  Library 
Operating 
Direct 

Expenses 


Administration 


Income 

Endowment 

06M 

6i£ts 

Non-Government 
Government 
Other 
Total  Income 

Net  Direct 

O&M 

Major  Maintenance 
Equipment  Acquisition 

Net  Operating 

New  Construction  Expenses 


189.5 


28.1 
7.1 

11.7 
8.3 
1.7 


56.9 


132.6 
42.0 
12.9 

2,8 
190.3 

42.1 


E.    Academic  Administration 

Operating 

Expenses 
Direct 
OSM 

Major  Maintenance 
Equipment  Acquisition 
Total  ficpenses 

Income  —  Gifts  and  Grants 


Net  Operating 
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286.6 
14.9 
0.6 
19.4 


321.5 
56.0 
265.5 
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06M 


Income 


Net  Operating 


F.    General  Administration 
Operating 
Expenses 

.   Direct  .  3,075.4 

O&M  .  166.6 

Major  Maintenance  *  25.4 

Equipment  Acquisition  199,2 
Total  Expenses 

Income  Endowment 

Net  Operating 

6.    University  Services 

1.  Chapel 
Operating 

Direct  .  126,1 

06M  .  48.6 

Major  Maintenance  -  14^2 

Equipment  Acquisition  .       33 13 

Net  Operating  .  222.2 

New  Construction  Expenses  .  o.7 

2.  Health  Services 
Operating 

Direct  .  541,1 


27.5 


Equipment  Acquisition  14,7 
Net  Operating  .  583.3 

3.    Health  Physics 
Operating 

Expenses  -  46.8 

 53J, 


Net  Operating  6.3 
4.    University  Machine  Shop 
Operating 
Expenses 

Direct  -  541.1 

Equipment  Acquisition  5,7 
Total  Expenses 

Income 
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5.  ?VlkK, 

Operating 

Expenses 
Direct 

Equipment  Acquisition 
Total  Expenses 

Income 

Met  Operating 

6  •  Photodupllcatlon 

Operat Ing 

Expenses 
Direct 

Equipment  Acquisition 
Total  Expenses 

Income 

Net  Operating 

7.    Food  Services  and  Dormitories 

Operating 

Admin la  t rat Ion 
Dining  Halls 
Expenses 
Income 
Net  Dining  Halls 
Cafeterias 

Expenses  Direct 
OSM 

Income 
Net  Cafeterias 
Other 

Expenses 

Income 
Net  Other 

Net  Operating 


309.2 
13.9 


71.0 
78.0 


69.2 
96.4 


192.9 
17.6 
139.7 


443.6 
440.8 


323.1 
223.0 
100  a 


78.8 
91.3 
12.5 


269.8 


27.2 


70.8 


—2^8 
316.2 
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H.  Athletics 
Operating 


Expenses 

Direct  -  370.0 

06M  .  96.7 

Major  Maintenance  -  35^8 

Equipment  Acquisition  56,0 

Total  Expenses  .  558.5 

Income  ui%.2 

Net  Operating  «  80.3 

New  Construction  Expenses  .  2,937.5 

I.    Planning,  Plant,  and  Properties 
Operating 

Administration 

Direct  .  254.5 

O&M  -  29.0 

Equipment  Acquisition  0,6 

Total  Administration  .  284.1 

Main  Campus 

Overhead  .  187.9 
Security 

Direct  .  516.9 

O&M  .  5.6 

Equipment  Acquisition  8,0 

Total  Security  I  530^5 

Roads,  Walks,  Lawttiei,  etc« 
Expenses 

Direct  .  435,3 

Mkjor  Maintenance  214,8 

Tota^  Expenses  -  650.1 

Income  —  Gifts  and  Grants  6,0 

Total  Roads,  Walks,  Lawns,  etc.  644,1 

Total  Main  Campus  •  1,362.5 


5-:o 


-  27  . 

Real  Estate 

Management  -  91.3 

Commercial  Property 

Expenses  -  143 .0 
Income  562.2 

Net  Commercial  Property  419.2 

Faculty  and  Staff  Housing 
Operations 
Expenses 

Direct  -  817.5 

OttI  -  5.9 

Major  Maintenance  -  155.8 

Equipment  Acquisition  -  30.1 
Retirement  of  Debt  639,2 

Total  Expenses  -  1,648.5 

Income  1,018.5 

Net  Operations  -  630.0 

Total  Real  Estate  -  302.1 

Other  Buildings  and  Grounds 
Operating 

oaf  -  40.6 

Major  Maintenance  -  260.2 
Equipment  Acquisition  24.5 
Net  Operating  **  325.3 

Other  Income  —  Endowment   14.6 

Net  Operating  Planning,  Plant,  and  Properties  -  2,259.4 

New  Construction  Expenses 

Real  Estate 

Housing  -  934.3 
Purchases  717.8 

Total  Real  Estate  -  1,652.1 

Other  -  704.1 

Total  Hew  Construction  Expenses  -  2,356.2 
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J.  Miscellaneous 

1.  Other  Equipment  Acquisition 

2.  Undistributed  Benefits 
Total  Miscellaneous 

K.    Undistributed  Income 

Indirect  Cost  Recovery  (Remainder) 

Annual  Giving 

Unrestricted  Endowment 

Income  on  Investment  of  Current  Ftinds 

Invested  Funds  Service  Charge 

Current  Income  Used  for  Equipment  Acquisition 

Unrestricted  Gifts  and  Grants 

Overall  Administration 

Miscellaneous 

Total  Undistributed  Income 
TOTAL  OPERATING  EXPENSES 
TOTAL  OPERATING  INCOME 
TOTAL  NET  OPERATING 
TOTAL  NEW  OONSTRUCTIDN  EXPENSES 


3.0 
81.6 
84.6 


3,656.2 
3,345.2 
1,689.0 
1,270.8 
467.3 
787.1 
87.7 
81.0 
282.0 
11,666.3 
•14,638.4 
16-570.7 
1,932.3 
•  5,336.5 


TOTAL  UNIVERSITY 

TOTAL  OPERATING  EXPENSES 

TOTAL  OPERATING  INCOME 

TOTAL  NET  OPERATING 

TOTAL  NEW  OONSTRUCTIDN  EXPENSES 


•72,768.4 
73.090.5 
322.1 
•11,678.8 
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APPENDIX  E 


ALLOCATION  METHODS  FOR  FORMAT  IIB 

This  appendix  describes  the  cost  and  income  allocation  methods 
used  to  obtain  Format  IIB  of  the  program  budget      the  "average  cost 
University  level"  program  budget  format.    (See  pp.  378-387  and  Appen- 
dix D  for  an  introductory  explanation  of  this  format  and  for  a  description 
of  Format  IIA,  on  which  Format  IIB  is  based. ) 

The  data  for  Format  IIB  cortie  almost  entirely  from  Format  IIA. 

1 .  For  Academic  Departments,  Special  Academic  Programs, 
Library,  and  Academic  Administration,  all  dollars  appearing  on  lines  on 
the  Unallocated  level  are  distributed  to  the  corresponding  lines  of  the 
other  levels  in  the  same  department.   For  a  given  line,  the  amoimts 
allocated  to  the  corresponding  lines  in  the  other  levels  are  in  proportion 
to  the  amounts  appearing  on  those  lines  in  Format  IIA. 

2.  The  transfer  to  reserves  for  equipment  acquisition  for  each 
department  is  distributed  over  all  levels  in  proportion  to  the  total  direct 
expenses  for  each  level  of  each  department. 

3.  For  Planning,  Plant,  and  Properties,  we  allocate  Admin- 
istrati<ai  between  Plant  Operations  and  Real  Estate  in  proportion  to  the 
total  direct  expenses  of  these  areas.   The  amount  allocated  to  Plant 
Operations  is  split  between  Forrestal  Campus  and  Main  Campus  in  pro- 
portion to  the  total  direct  expenses  for  these  areas.   The  amount  for 
Main  Campus  is  added  to  Main  Campus  Administration.   The  accumulated 
total  for  Main  Campus  is  then  split  between  operations  and  maintenance 
of  buildings  and  roads  and  grounds  in  proportion  to  the  total  direct 
expenses  for  these  areas.   The  amount  allocated  to  Main  Campus  buildings 
is  allocated  to  the  department  operations  and  maintenance  of  buildings  in 
proportion  to  the  distribution  of  O&M  of  buildings  costs  in  Format  IIA. 
Main  Campus  Roads  and  Grounds  and  its  allocated  overhead  is  distributed 
to  all  levels  of  all  departments  on  Main  Campus  in  proportion  to  the  total 
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expenses  for  each  level.   The  amount  of  Planning,  Plant,  and  Properties 
Administration  distributed  to  Forrestal  Campus  is  added  to  Forrestal 
Campus  Administration.   The  resulting  total  is  distributed  over  operations 
and  maintenance  of  buildings  (Forrestal)  in  proportion  to  distribution  of 
O&M  of  buildings  costs  in  Format  IIA. 

The  amount  of  Planning,  Plant,  and  Properties  Administration 
distributed  to  Real  Estate  is  added  to  Real  Estate  Administration.  The 
resulting  total  is  allocated  to  Commercial  Real  Estate,  Faculty  and  Staff 
Housing,  and  Graduate  Student  Housing  in  proportion  to  the  total  direct 
expenses  in  these  areas. 

For  all  sections  of  Planning,  Plant,  and  Properties  any  income 
associated  with  expenses  should  be  allocated  in  the  same  proportion  as 
the  expenses. 

4    Food  Services,  Dormitories,  and  Graduate  College  Adminis- 
tration are  distributed  over  all  levels  in  Food  Services,  Undergraduate 
Dormitories,  and  Graduate  College  in  proportion  to  the  total  direct 
expenses  of  the  levels  in  each  department.  * 

5.  General  Administration  and  Security  expenses  are  distributed 
to  all  levels  of  all  departments  remaining  after  changes  in  1,  2,  3,  and  4 
above.   This  distribution  is  in  proportion  to  the  total  expenses,  direct 
and  indirect,  already  distributed  to  each  level  in  each  department. 

6.  Indirect  Cost  Recovery  attributable  to  sponsored  projects  is 
placed  on  the  Sponsored  Project  level  as  undistributed  income. 

7.  Tuition  is  split  into  graduate  an^  imdergraduate.    For  graduate, 
we  split  tuition  into  a  piece  belonging  to  the  Graduate  level  of  Academic 
Departments  and  a  piece  belonging  to  the  Graduate  level  of  all  else 
excluding  Real  Estate  and  Dormitory  and  Food  Services.   This  split  is 

in  proportion  to  the  total  expenses,  direct  and  indirect,  for  the  Graduate 
levels  of  the  two  areas.   For  the  non-Academic  Department  area,  the 
graduate  tuition  piece  is  spUt  among  the  Graduate  levels  of  the  various 
departments  in  proportion  to  the  total  expenses,  direct  and  indirect,  of 
the  Graduate  levels  of  the  departments.   The  Academic  Department  piece 


of  graduate  tuition  is  split  among  Academic  Departments  in  proportion  to 
the  FTE  graduate  students  in  each  department  given  in  Form  7. 

The  allocation  of  undergraduate  tuition  proceeds  in  exactly  the 
same  way  as  graduate  tuition. 


